











AIR FORCE’S Sharp & White 





Why make him a‘center of distraction’? 


Phones ringing ...co-workers chattering. .. office traffic scurrying to and fro. The hustle and bustle 
of everyday office activity can put key personnel on edge, sharply reduce their efficiency. Here's 
a solution. Isolate your key people with movable partitions by GF, and watch productivity rise. 
GF movable partitions are of highest quality, easy to erect, easy to move or rearrange, 
attractive and practical . . . inexpensive, too. See for yourself. Call your nearest GF branch 
or dealer, or write The General Fireproofing Company, Department G-22, Youngstown 1, Ohio. 


ENERAL 


Wheth ow ffi . d =a BUSINESS FURNITURE am 
ether you're planning new offices or major remod- 
eling, it will pay you to consult GF Business Work IREPROOFING 


Center specialists at the time you hire your architect. 





Space-age Communications 





BELL TELEPHONE SYSTEM 


Black lines represent expected orbits of the astronaut’s capsule. 
Project Mercury ground stations will be close to the orbital path 


is helping to create the 
world-wide communications 
and tracking network for 


America’s first man into space 


Another epoch-making space communi- 
cations assignment was recently given to 
the Bell System. 

Because of our experience in this field, 
we have been asked to set up a communi- 
cation, telemetry and tracking network 
which will girdle the globe and maintain 
contact for Project Mercury—America’s 
effort to put a man into orbit. 

Western Electric, the Bell System’s man- 
ufacturing and supply unit, heads an indus- 
trial team which will design and build this 
network for the National Aeronautics and 
Space Administration. 


In all, 18 stations around the world are 
being constructed for the network, using 
existing radar and communication facilities 
where possible. The network’s mission: to 
track and monitor the flight of the space 
capsule, transmit signals to its operating 
instruments, and provide a dependable voice 
channel between the astronaut and his col- 
leagues on earth. 


Creating communications systems for 
the space era which are as reliable as man 
can make them is =—————————_ 
familiar work for 
the Bell System. 
It’s a natural de- 
velopment of the 
telephone system 
which serves you 
so well today, and 
will serve you still | 

% . Project Mercury space capsule | 
betterinthefuture. | j 
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GOODYEAR DIVERSIFICATION AT WORK 


GOOD/YEAR 


Aid to Safe Travel at 2000° Fahrenheit 


A warm welcome awaits space vehicles re-entering 
the Earth’s atmosphere. Friction and supersonic speed 
create temperatures akin to those of molten lava. 
Rubber-tired landing wheels —even by Goodyear — 
would burn up long before the return to ground zero. 

So Goodyear designed and built this all-wire tire. 
Hundreds of tufts of high-temperature steel wire sur- 
round the rim of a wheel made of special heat-resist- 
ant alloy. The unit is tough enough to survive the 


Lots of good things come from 


punishment of re-entry, yet resilient enough to cush- 
ion the shock of touchdown. Precious equipment and 
data—the forerunners of human travelers—are helped 
to a safe return to the mother planet. 

Before a twelve-hour countdown begins, before the 
thin air of the stratosphere closes about the return- 
ing voyager, Goodyear imagination, research and de- 
velopment have been at work—protecting the travel 
of tomorrow. 


GOODFYEAR 
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SIDE LINES 


Into the Wild Blue Yonder 


Wuen Forses took off on its mis- 
sion to size up the Air Force, Gen- 
eral Thomas D. White, USAF chief 
of staff, was quick to warn: “We’ve 
got a very big business to survey.” 
General White was delivering the 
understatement of the year. Uncle 
Sam’s aerospace service is the big- 
gest single enterprise in the entire 
Free World. It is also the broadest 
and probably 
the toughest 
management 
problem. Which 
is exactly why 
ForRBES so ea- 
gerly tackled 
the job. Objec- 
tive: to take the 
measure of Air 
Force manage- 


Kaleidoscope. Such a tour in- 
variably provides a kaleidoscope 
of impressions and experiences. 
Some of the more vivid ones: In 
the Pentagon a general picks up a 
telephone receiver and within a 
few seconds draws response from 
alert command posts thousands 
of miles away. ... At pacar head- 
quarters near Honolulu, the walls 

still bear pock- 
marks from 
shrapnel nearly 
two decades 
after the Pearl 
Harbor holo- 
caust. “We want 
to remember,” 
says an officer, 
“what it means 


Briefing at Johnson Air Base: FORBES’ Tom to be unpre- 


ment to find out Thompson, Malcolm Forbes, John Pyne & Col. 


just how effec- 
tively it handles the billions of tax 
dollars annually entrusted to it. 
This special report, third of Forses’ 
series on U.S. military services, be- 
gins on page 15. 

Plan of Attack. How did Forses 
go about getting its story? Begin- 
ning last November, a team of 
editors and researchers started ac- 
cumulating background data. Un- 
der direction of Publisher Malcolm 
Forbes, who also personally han- 
dled Forses’ earlier surveys of the 
Navy and Army, the Forses task 
force embarked last February on a 
painstaking inspection tour of Air 
Force facilities around the globe. 
Other members of Publisher 
Forbes’ research team: Special 
Consultant John W. Pyne of Del- 
afield & Delafield, Senior Editor 
Tom G. Thompson, and Meryl 
Gray, chief researcher for the 
project. 

Before the Forses staffers wound 
up their far-ranging reporting job, 
they had spanned a distance of 
some 25,000 miles, winged to such 
distant places as the Hawaiian 
Islands, Okinawa, Taiwan, Japan, 
France, Germany, Spain and Mo- 
rocco. From the vault-like base- 
ment war rooms of the Strategic 
Air Command to an altitude of 
25,000 feet in a C-133 Cargomaster, 
Forses’ editorial group talked with 
generals, air crewmen and basic 
airmen—a sizable cross section of 
the men who make the Air Force 
what it is today. 


70 Fifth Ave., 


York 11, N.Y. Second-class postage paid at Post Office, New 


Robert J. Ahern, Comdr. Third Bomb Wing P@Ted.”... At 


a forward in- 
terceptor base overseas, the klaxon 
horn sounds and pilots leap out of 
the alert shack and into their F-86D 
Sabres. Four minutes later they 
are airborne and out of sight... . 
At a Tac air defense control center, 
alert technicians stand ready to 
move instantly, with all their equip- 
ment, to any part of the world. 

There were moments of humor: 
At Wright Air Development Divi- 
sion, Dayton, Ohio, a technician, 
running a test on WADD’s mam- 
moth electronic data processing 
system, bangs on one cabinet with 
his fist to align the digits, then 
smiles embarrassedly. Amid 
the clattering computers at sac 
headquarters is an abacus, the an- 
cient counting machine, whimsi- 
cally mounted and framed. It bears 
the legend: “In case of emergency, 
break glass.” 

Readers in Uniform. Yet despite 
the mileage Forses’ editorial team 
rolled up in visiting the Air Force 
worldwide, they never felt very far 
from home. Wherever there are 
U.S. airmen, the staffers discov- 
ered, there are also many Fores 
readers, a fact which made their 
mission both pleasanter and easier. 

Out of this information-gathering 
and information-evaluating mis- 
sion Forses’ editors have assembled 
the 14-page special report appear- 
ing in this issue. The editors think 
you will agree that it is as com- 
prehensive a job as this magazine 
has ever undertaken. 
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LY Eaves bbb ale 
Has Started a 
Revolution 


It’s called the Friden Programatic Flexowriter. Here it is being used to write 
sales orders. After inserting a pre-punched card in the reader, the operator 
touches a key. The machine writes in the entire heading at a speed of 100 
words per minute, pausing only to let the operator insert the date. 

Next, the girl inserts a card for the first line item on the order. She enters the 
quantity, and the machine completes the line while she selects the next card. 
As it writes, the machine automatically punches selected information into a 
paper tape. Later, this tape can be used in any of three ways: 1) Run back 
through the Flexowriter to produce a complete written summary of orders, 
2) Fed into a Friden Computyper to prepare invoices automatically, 3) Fed into 
a card punch to prepare a tab card for each order. (Or, when required, the 
Flexowriter itself can directly control tab card punching.) 

Blue sky? Not on your life. This new system of document writing is working 
beautifully in hundreds of offices here and abroad. Your Friden Systems Man 
can give you the full story. Or write: Friden, Inc., San Leandro, California. 
THIS IS PRACTIMATION: automation at the source of the data, automation 
so hand-in-hand with practicality there can be no other word for it. 
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SALES, SERVICE AND INSTRUCTION THROUGHOUT THE U.S. AND THE WORLD. 


| READERS SAY 


| 
| 
| 
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| Art & Mammon 


Sir: We at once salute and caution you 
| with respect to your recent editorial “Art 
and Mammon” (Fact & Comment, Forses, 
May 15). 

We have long taken pride in our sev- 
eral prize-winning hangings of the noted 
Southwestern artist, Everett G. Jackson, 
at our main office in San Diego. Mr. 
Jackson has not only achieved national 
recognition as the illustrator of many 
classics of hemispheric literature . . . but, 
as my father-in-law, he also assisted in 
the creation of a most beautiful and 
original work of art—my wife. 

—W. Duncan WATERMAN, 
PARTNER 
N.C. Roserts & Co 
San Diego, Calif. 


Sir: Perhaps if Forses, which usually 
does such a thorough job on its company 
analyses, had looked to Neuberger & Ber- 

| man (on the 16th floor of 120 Broadway), 
| it would have found an art collection 
| that had received public acknowledge- 
| ment as early as 1953 in an article pub- 
lished in Look Magazine. 
—NEUBERGER & BERMAN 
New York, N.Y. 


Most of those collections mentioned in 

| Forpes are owned by companies. The 

Neuberger & Berman collection is owned 

personally by Senior Partner Roy A 
Neuberger—Eb. 


Rackmil’s Research 


Sm: In your story on Milton Rackmil 
(“The Man Who Travels Light,” Forses, 
April 15), your reporter quotes Rackmil 
as saying: “Running Universal is no dif- 
ferent than running General Motors.” 

I wonder if your writer could find out 
and report the percentage of its gross an- 
nual income General Motors puts into its 
budget on research and development and 
how much Universal Pictures spends? 

—Jack Morrison 
Los Angeles, Calif. 


Replies Universal: “We are constantly 
hunting for talent and developing it. Uni- 
versal has found and/or developed such 
‘products’ as Rock Hudson, Tony Curtis, 
Sandra Dee, Producer Ross Hunter, 
Writer Stanley Shapiro and others.” 


Telephone Call 


Sir: I was intrigued by the article on 
Mexico’s telephone company, Telefonos de 
Mexico (“Stock, Anyone?”, Forses, May 
15). I would appreciate any additional in- 
formation on that company. 

—Mnrs. Heten K. Oakes 
Sacramento, Calif. 


Readers wanting more information on 
Telefonos de Mexico are advised to write 
to: Gunnar Beckman, director general, 
Telefonos de Mexico, Victoria 61, Mexico 

| D. F., Mexico.—Eb. 
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COMMUNICATIONS REPORT FROM WESTERN UNION 


WIREFAX*-NEW PUBLIC FACSIMILE 
SERVICE—NOW LINKING 5 MAJOR CITIES 


WIREFAX begins a new era of public communications. 
Now — virtually any document can be transmitted coast- 
to-coast in 6 minutes’ time with facsimile accuracy. 


---——s 


== OR the very first time, an eco- 
E nomical, efficient facsimile ser- 
vice is now available to the 
general public. Its creator: Western 
Union. Its name: Wirefax. 


\ LOGICAL extension of Western 
[}\ Union’s private facsimile serv- 
ices, used by thousands of 
American companies, Wirefax now 
brings these same advantages to the 
public in 5 major cities: New York, 
Washington, Chicago, Los Angeles, 
and San Francisco. For transmitting 
anything written, printed, or drawn, 
Wirefax is proving to be the fast, 
exact, economical answer. 


here’s what Western Union 


1 O SEND a document by Wirefax, 
does: (1) the document is first 


wrapped around a revolving drum; 
(2) an electronic “‘eye’’ scans the copy, 
then transmits it, line for line, dot for 
dot, to sensitized paper at the receiving 
end of the line. Copy received is an 
exact facsimile of the original. 


| I) ow is the public now benefiting 
H from this new kind of facsimile 
service? They’re now sending 
sketches, layouts, invoices, news 
stories, foreign language documents— 
and more—via Wirefax. Transmission 
time between 5 Wirefax cities trimmed 
from days to minutes! Expansion 
plans for Wirefax? In 5 cities today; 
in as many tomorrow as public 
demand requires. Wirefax—one more 
example of electronic written com- 
munications—advanced and devel- 
oped by Western Union. 


*Western Union Service Mark 


WESTERN UNION FINDS BETTER WAYS TO SPEED IT IN WRITING 








ON-THE-SPOT REPORT 
| 
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Lumber gets vaccinated against fungus decay 


Nature has treated wood well. It’s a 
handsome material—strong and versatile, 
and some species contain natural toxic 
substances that kill decay fungi. This is 
the type of wood used in the massive water 
cooling towers you may have seen at 
industrial plant sites. 

In the past decade, however, stepped up 
operations in cooling towers have literally 
been a rotten break for cooling tower 
lumber. Water flow rate is a lot higher 
and the towers now incorporate forced air 
and induced draft designs. The additional 
water at higher temperature tends to leach 
the natural toxics from the wood and give 
fungi the upper hand. Decay fungi weaken 
the wood, and maintenance and replace- 


ment costs soar—as high as 20% of the 
original tower cost every six years. 

But, industry has a much more econom- 
ical solution: Koppers pressure-treated 
wood. This wood is fortified with toxic 
chemicals that are forced deep into the 
fibers and remain there, assuring the lum- 
ber a maintenance-free life expectancy 
much longer than that of untreated wood. 
Pressure treatment is a sort of lumber 
vaccination, and it can be used to protect 
wood against its natural enemies in al- 
most any kind of application. 

Do you have a problem where wood 
might serve best if it didn’t fail prema- 
turely? Just check the coupon for more 
information. 


New machine makes enough corrugated board 
every day to package the Empire State Building 


One of the most efficient container 
plants in the world is the AMERICAN Box 
CORPORATION’S new corrugating plant in 
Santa Fe Springs near Los Angeles. The 
plant is geared to produce and print 
300,000 corrugated boxes a day. The main 
production unit, the Hooper-Swift corru- 
gator, rolls out two million square feet of 
corrugated board every 24 hours... 
enough to package the Empire State Build- 
ing and most of the Queen Mary. 

The three Hooper-Swift printer-slotter 
machines print more than 650 sheets every 
minute! 

Hooper-Swift equipment is designed and 
manufactured by the Container Machinery 
Department of Koppers Metal Products 
Division. AMERICAN Box CORPORATION 
describes the machines as the finest that 


modern engineering has developed. We’ll 
be glad to send you all the details. Check 
the coupon. 


Koppers new 
blast furnace design 
doubles pig iron output 


Ever notice that some people produce 
better under pressure? Blast furnaces are 
that way—when they’re built right. Kop- 
pers Engineering and Construction Divi- 
sion has designed an ultra-high-pressure 
blast furnace to operate at a top pressure 
of 40 pounds per square inch—about four 
times greater than any blast furnace in the 
country. It is expected to produce twice 
as much pig iron as a furnace of compara- 
ble size operated at the normal pressure 
of about two pounds per square inch. 

The principle is fairly simple. The in- 
creased pressure serves to accelerate the 
chemical reaction within the blast furnace, 
so that the coke-ore-limestone mixture 
burns and melts down more quickly. 

To release the 100°7, increase in molten 
iron, the furnace has two tap holes instead 
of the conventional single tap. And the 
furnace itself, the hot blast stoves and 
other facilities are all built as pressure 
vessels. 

The ultra-high-pressure furnace is de- 
signed to increase pig iron output 100°7,, 
yet it costs only about 259% more than a 
conventional furnace. And direct labor 
costs required to produce a ton of metal 
are reduced 30 to 35%. 

If your interests lie in the steel industry, 
you'll want more information on the 
Koppers ultra-high-pressure blast furnace. 
Check the coupon. 


Divisions: Chemicals & Dyestuffs e Engineering & Construction e Gas & Coke « Metal Products 
Plastics e Tar Products e Wood Preserving « International 


“eee: PUT THESE IDEAS TO USE NOW! 


! To: Fred C. Foy, President 

| Koppers Company, Inc., Room 1428 
| Koppers Bidg., Pittsburgh 19, Pa. 

1 Please send me further information on the 
| following money-saving products and ideas: 
| 0 Contract Coating Services and 

| BITUMASTIC® Coatings 

| 0 Ultra-High-Pressure Biast Furnaces 
| O Container Machinery 

| © Pressure-Treated Wood 

| O DYLEX® Latex for Paper 
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Address 





City Zone 





State 


Planning a new plant? 


look beyond the plant site / 


look to the people eece 


“ 


Civic-minded Lloyd Barger, 
with Lees nearly 20 years, was a 
leader in successful restudy of 
county taxes. Spare-time dairy 
farmer, excellent attendance record 
at Lees, adaptable to new work 
methods. ike 80% of Lees 
employees, he owns his home. 
Turnover at Lees is less than one- 
half of 1%. Absenteeism is well 
below the national average. 


Notjolk and Wetterx Railway 


Lees Personnel Manager 
Robert Carson enjoys outdoor life 
and cultural advantages of the 
Land of Plenty. So does his family. 
Drives 20 pleasant, uncrowded 
minutes from his home at historic 
Lexington, without fighting heavy 
traffic. Carson is proud of the 
plant’s 25-year record of labor- 
management harmony. 


GENERAL OFFICES, ROANOKE, VIRGINIA 


—— 
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JAMES LEES & SONS COMPANY did just that 
before putting their carpet plant in Glasgow, 
Va. This nationally known maker of fine 
quality carpets found people of the four- 
county area to be “intelligent, hard-working, 
honest, independent in thought, highly skilled, 
receptive to new ideas.”” Today, Lees Glasgow 
plant covers 27 acres under one roof, employs 
2,400 people 3 times the population of 
Glasgow — drawn from a 30-mile radius. 


MANY FINE PLANT SITES, with advantages like 
those Lees enjoys, are ready for your company 
along the lines of today’s fast-moving, progres- 
sive new Norfolk and Western Railway. For 
information, write, wire or telephone H. P. 
Cotton, Assistant Vice President. 


OHIO 


WEST 
rearswoum VIRGINIA 
‘OEtPwater 


NORTH CAROLINA 








“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE NATION’S AIR FORCE 


The prime mission of the United States Air Force is 
deterrence—to prevent any aggression against this 
country and its Allies by having ready the power to 
well-nigh obliterate any country which launches an 
assault against us. To maintain this ability, for the past 
several years we have been spending 28 cents out of 
every annual tax dollar. With an annual budget of about 
$18 billion a year, the Department of the Air Force is indis- 
putably the biggest business in the Free World. Since the 
creation of the Air Force as a separate department in 
1947, American citizens have invested the sum of $184.8 
billion in it. The Air Force has missiles, planes, support- 
ing hardware and real estate worth an estimated $638 
billion. 

For this almost incomprehensible expenditure do we 
“have our money’s worth”? 

In a broad basic sense the answer is plainly, yes. 
Neither the United States itself nor the nations to whom 
we are committed within the wide borders of the Free 
World are under military assault by the Communist 
powers. Had the United States Air Force failed to keep 
ahead, or at least abreast, of the Reds, neither high- 
minded words nor moral indignation would have con- 
tained Communist aggres- 
sion against great, vital areas 
of the globe. 

Despite the many and 
varied cries of alarm which 
daily ring out from assorted 
sources in Washington about 
our current military power, 
I met no one in the Air 
Force in a position of real 
responsibility who had one 
iota of doubt of the Air 
Force’s ability to devastate 
’ the country from which a 
strike against us might come 
and to do so in a matter of 
hours. This confidence was Publisher 
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Forbes seated in Jet Trainer 
at Randolph Air Force Base, Tex. 


not of the braggadocio sort, relying on will rather than 
ways and means. It was based on coldly professional in- 
formed analysis and calculation. The recent dreadfully 
timed reconnaissance flight shot down over Russia did re- 
veal to the world that our intelligence about Russia’s capa- 
bilities is more soundly based than perhaps most Ameri- 
cans had heretofore believed. 

But because decisions must be made today that will 
determine what weapons systems we will be relying on 
five and ten years from now, there is indeed a deep 
disparity of views as to what will be our military powe1 
position vis-a-vis Russia and Red China from 1965 
onward. 

The fact is that our Air Force today has many strengths 
It likewise has some critical problems. 

Unquestionably its greatest strength is in its manage- 
ment. Its key men in the Pentagon and in the field, at 
home and abroad, with rare exceptions, are men of vast 
capability in their areas of specialization. 
true not only of today’s top men. 


And this is 
Experience, capacity 
and the exercising of responsible judgment is several 
echelons deeper in the top commands of the Air Force 
than in any large corporation with which I am familia: 
Here the Air Force has a 
management flexibility un- 
shared by the other serv- 
ices. Men can rise to the 
top within the command 
areas; a topnotcher in re- 
search and development 
is not required also to have 
exercised command in sac 
or TAC. 

The Air Force, too, has 
taken giant strides in solv- 
ing the ever-present mili- 
tary service problem of 
maintaining morale and 
high re-enlistment in the 
ranks. Forty-six per cent 
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re-enlisted last year. In fact, the Air Force will not accept 
re-enlistment unless increasingly higher standards are 
met. Such a maintenance of standards is very vital in an 
organization where complex technology demands longer 
training and higher skills in greater and greater numbers. 

There is much room for argument about numbers as it 
pertains to missiles, aircraft and other essential hardware. 
But there is amazing unanimity throughout the Air Force 
about the quality of what it has in the way of hardware. 

The Air Force appears to have its missile program well 
in hand. There are operational Thor and Jupiter mems 
abroad, plus an ever-increasing number of Atlas and 
Titan 1cpMs at home. And the Minuteman appears to be 
the answer to a missile-man’s prayer. The Minuteman is 
relatively less costly to make. It is inexpensive to house in 
a hole underground where only a direct hit could knock 
it out. Present plans call for great quantities of these to 
dot the land. Additionally, other Minutemen will be on the 
move on specially constructed trains in ever-changing 
locations. As the Minuteman and submarine-carried 
Polaris come into operation, it is inconceivable that any 
initial enemy strike could prevent us from launching a 
totally destructive retaliation. 

Along with its present pluses, 
however, the Air Force is faced 
with some critical problems. 

Its ability to participate, in an 
effective, sustained way in limited 
wars appears to be alarmingly in- 
adequate. More and more people 
are coming to the conclusion that 
we will not be faced with an all- 
out atomic war so long as the Air 
Force is capable of devastating nu- 
clear retaliation. But there will be 
an increased possibility of military 
aggression of a limited type—Chinese “volunteers” into 
Laos, for example. Armed Red-supported “revolution” 
in South Vietnam. Possible conflict with East German 
forces as a result of the Berlin deadlock. Such “small- 
war” aggression will require immediate military support 
from this country and may not involve the use of nuclear 


weapons. These relatively small military beginnings 


might conceivably grow into an almost Korean-sized 
war before either side made the fatal decision to use 
thermonuclear weapons. 


In this type of conflict the U.S. Air Force seems unpre- 
pared for what would be its vital support role. Supersonic 
fighters, bombers and interceptors don’t readily lend 
themselves to front-line strafing missions, or napalm- 
bombing in support of struggling front-line troops. As 
one important Air Force general put it, “It doesn’t make 
much sense to use a $1l-million airplane to drop a 
500-pound iron bomb.” These infinitely complicated 
electronic machines are so expensive as to make it im- 
practical to build them in the numbers necessary for the 
attrition-type use involved in “limited” wars. 

There is another critically important spot where the 
Air Force is short of planes. The Military Air Transport 
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14. Gen. Robert W. Burns, Commander of Sth Air 
Force in Japan, with Publisher Forbes at Fuchu 
Air Station by 


Service has the job of supplying airlift for the tough 
assignment of transporting and then supporting infantry 
in action in far places. Mats simply does not have what 
it needs. It needs to order today large numbers of 
modern transport and cargo planes if it is to play effec- 
tively its important role. Civilian airlines, with Capitol 
Hill know-how and extremely limited vision, have been 
dangerously successful in denying appropriations and 
legislation of critical importance to MATS. 

The Air Force’s future capability has also been seri- 
ously affected by the too-deep cutback of the B-70 
program. This 2,000-mile-an-hour bomber delivers sen- 
sational manned-aircraft performance far beyond that 
of the incoming B-58 Hustler. Few still feel we need the 
originally contemplated large numbers of B-70s now that 
Minuteman is on the near horizon, but there seems little 
doubt that we should have a reasonable, if lesser, number 
of B-70s as soon as possible. The present appropriation, 
supposedly enough for two B-70 prototypes, I am told, 
will probably not cover the cost of even one. To do the 
Fail- 
ure to do it may cost us much in prestige as well as in 


needful here would not cost an excessive amount. 


military capability. 

There is yet another area where 
the Air Force has a need for more 
money. Sac boss Thomas Powers’ 
widely misinterpreted request for 
should be 


planned for now. General Powers 


an airborne alert 
explained to Forses that prepara- 
tion for such a program had to get 
under way now if sac is to be cap- 
able of introducing and maintaining 
an efiective airborne sac fleet in 
1961 or 1962. The funds requested 
the Administration were far 
from adequate but, fortunately, Congress has upped 
the figure. 

Currently the Air Force’s most hopeless assignment is 
in the hands of the Air Defense Command. The present 
“state of the art of war” would permit a reasonably effec- 
tive but vastly expensive defense of this continent against 
strikes by manned aircraft. But there is at present simply 
no positive known method of destroying incoming ballistic 
missiles. Doubtless, some type of defense eventually will 
be evolved. This is certain to be of immense cost. Mean- 
time, spending many billions more for expanding defense 
against manned aircraft doesn’t seem to make too much 
sense. The Air Force has recognized this in recommend- 
ing a sizable cut in funds for this program. 

So, along with its magnificent capability to perform its 
prime mission of deterrence, the Air Force has its prob- 
lems. To use a time-honored cliché, there is simply not 
enough money for all the things that all the services 
would like to have, to better perform their missions. 

But—to give two concrete examples—there is certainly 
enough more money to help the Air Force expand its 
support capability and to implement more effectively its 
B-70 program. 
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HORNET'S NEST FOR THE B-52. From any angle 
tail turret of the B-52 intercontinental bomber is ready for «€ 
aircratt. The radar and computer of the ASG-75 fire contr 
tem automatically direct the firing of four .50 cal. machine 


Avco's Crosley Division has prime responsibility for engineering 


+ 


production and performance of this powerful fire control system 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW fl VoO 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS... WRITE AVCO TODAY. 





Where failure at the point of impact 
is beyond all price 


Every time every plane puts down on earth 
at fifty, a hundred and fifty, two hundred miles 
an hour, landing becomes a matter of life 
or death. 

The burden of human life which the land- 
ing gear supports every time a plane lands 
cannot be evaluated. The steel in the landing 
gear becomes, in utter reality, a material of life 
or death. 

Constantly higher performance demands on 
aircraft, require, in turn, steels with ever- 
increasing performance. 

Republic and the aircraft builders and aircraft 
parts suppliers continue to search for these high 


performance steels through joint efforts in the 
fields of research and technology. 

Materials showing exceptional promise in 
this respect are consumable electrode vacuum- 
melted steels, now being produced by Republic 
in substantial quantities for the missile pro- 
grams. These vacuum-melted steels are proving 
to be stronger, more ductile, and of more uni- 
form properties than those produced by the 
more conventional methods. 


Republic has the largest capacity for produc- 
tion of these steels in the industry and continues 
a broad research program into their properties 
and potential military and civilian applications. 


INFLATION ROBS US ALL 
REPUBLIC STEEL 3ixaivi 
General Offices @oR=) Cleveland 1, Ohio , ' a 
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THE MANAGEMENT OF SURVIVAL 


Navigating its way through crucial years, the U. 8. Air 
Force has flown headlong into a technological hurri- 
cane which has strained its huge budget and is turning 
aerospace planning into a fateful game of compromise. 


NIGHT WAS coming to the Pentagon. 
Through the interminable rings and 
corridors echoed the receding crowd 
noises of the end of day. In his office, 
the Air Force general, a man whose 
assignment it is to plan for the future, 
leaned forward at the conference table. 
“This country,” said he deliberately, 
“is facing a period of greater danger 
than we have known in any war.” 

In the perilous era of the ballistic 
missile, the nation’s best hopes for 
survival are pinned on the U.S. Air 
Force. The bomb bays of its B-52 
Stratofortress fleet now carry the bulk 
of the Free World’s capability to re- 
taliate against attack—and hence de- 
ter it. Moreover, aiong with its other 
missions—air defense, support of 
limited warfare and aerial logistics— 
this service now holds top priority in 
ballistic missile operations and the 
military uses of space. 

Yet the Air Force today is a trou- 
bled service. Caught in a triangular 
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GENERAL WHITE: 


squeeze is its top managerial team 
Secretary of the Air Force Dudley C. 
Sharp and General Thomas D. White, 
chief of staff. At one corner of this 
triangle is a relentless potential ag- 
gressor, now pressing at every frontier 
of science. At the second: a sternly 
limited budget. At the third: a rac- 
ing technology which has sent weap- 
ons costs skyrocketing and threatens 
to undermine the air arm’s flexibility, 
if not its deterrent strength. 

The Priority Game. Within the next 
few weeks, Congress will approve and 
send to the President the defense 
budget for fiscal 1961. This act will 
follow a prolonged and bitter battle 
that has raged from Capitol Hill to 
Pentagon to White House and back 
again. When the fiscal pattern finally 
emerges, it will doubtless show what 
it has for each of the past six years: 
that the Air Force has swooped down 
to seize the budget’s pot of gold 

Money, of course, follows the mis- 


TITAN BALLISTIC MISSILE: 


sion. Thus the national policy of 
maintaining a strong deterrent pos- 
ture—a job well suited to the talents 
of the Air Force’s Strategic Air Com- 
mand—has meant harshly limited ap- 
propriations for the Army and the 
Navy. In the fiscal year now ending, 
the Air Force wound up with $18.5 
billion—45.5% of the $40.6-billion De- 
partment of Defense budget 

Still, even within their larger dol- 
lar framework, Sharp and White have 
had to make soul-searching sacrifices 
to keep sac in top shape. The Air 
Defense Command has lost its pro- 
jected mach 3 F-108 interceptor. The 
Tactical Air Command still flies a 
crazyquilt fleet, and the Military Air 
Transport Service is dangerously ob- 
solete. Even supplying sac with in- 
creasing numbers of Atlas 1cpms has 
caused the virtual shelving of its own 
long-range bomber, the mach 3 B-70 
Valkyrie. 

Decisions such as these are not 
easily made. The Air Force 
carry a strategic “big stick,” but it 
must also be able to react instantly 
to probing actions, move wing to wing 
with technological change. All this 
places a high premium upon manage- 
ment. “We can’t charge off our mis- 
takes to the stockholders,’ remarks 
one of White’s aides. “If we foul up 
we're holding the bag.” 

So, he might have added, is the 
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SECRETARY SHARP: 


within a large dollar framework, soul-searching sacrifices 
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United States of America. 

How to Slice a Dollar. Air Force 
management today encompasses an 
immense organization, involves stag- 
gering sums of money. When the 
service closed its books on fiscal 1959, 
it toted up a net investment of $68.3 
billion. Currently the Air Force is 
operating a world-wide network of 
250 major bases, housing 825,000 offi- 
cers and airmen on active duty. It 
also directs the activities of another 
142,000 men in the Air National Guard 
and various reserve programs. In 
fiscal 1960, the congressional allow- 
ance for military pay and other per- 
sonnel costs came to $4.1 billion. 

Within this group are the men who 
fly, maintain and supply the 19,500 
bombers, fighters and other aircraft 
which comprise the Air Force’s cur- 
rent 96-wing aerial armada. These 
planes spend more than 6 million 
hours in the air each year, consuming 
5.4 billion gallons of fuel. From its 
17 supply depots, the Air Force ships 
1 million tons of parts and miscellane- 
ous items annually to support aircraft, 
missiles, far-flung communication sys- 
tems and other facilities. Operation 
and maintenance: $4.3 billion. 

Meanwhile, the fight against obso- 
lescence goes on. The remarkable Air 
Force-industry-science team con- 
stantly improves current weapons, 
works on new ones such as the Sky- 
bolt air-launched ballistic missile, the 
Dynasoar space glider. It is an esoteric 
world of altitude chambers, exotic 
materials, formidable telemetry lay- 
outs and unbridled dreams. Research, 
development, test and evaluation: $1.4 
billion. 

At the same time, Air Force facil- 
ities themselves must keep pace with 
change. The Air Force builds new 
missile bases, maintenance shops, 
training units and other structures on 
a global basis. One big project now un- 
der way are sites for BmMews (Bal- 
listic Missile Early Warning System). 
Military construction: $797.2 million. 

But the really big item in Air Force 
finance is the acquisition of weaponry 
itself. For planes, armament, ground 
support equipment and related mod- 
ernization, the tab comes to $4.3 bil- 


lion. For missiles, together with their 
extensive ground support parapher- 
nalia, the figure is $2.4 billion. A third 
catchall category—including ammuni- 
tion, base support equipment and 
electronic gear—adds another $1.1 bil- 
lion. Procurement: $7.8 billion. 

These figures reveal how the $18.5- 
billion budget for fiscal 1960 was 
sliced. Preliminary estimates for 1961 
show a 4% drop to $17.7 billion, with 
aircraft procurement chopped by $1.3 
billion and missile outlays upped by 
$600 million. More difficult to prune, 
the personnel and the operation and 
maintenance budgets will be little 
changed. Like the heads of other man- 
agements, Sharp and White frequently 
have their troubles with fixed costs. 

Men in the Middle. Secretary of the 
Air Force Dudley Crawford Sharp, 55, 
a sandy-haired, soft-spoken six footer, 
is an Administration man—both or- 
ganizationally and philosophically. In 
1955, when Sharp gave up the presi- 
dency of Houston, Texas’ Mission 
Manufacturing Co. to become Air 
Force assistant secretary for materiel, 
he told a reporter: “I’m prepared to 
cooperate with everybody.” 

He had the right idea. Sharp and 








LOWER CEILING 
Big spender among military services, 
the Air Force has absorbed close to 
half of the defense budget in recent 
yeors. Nevertheless the air arm now 
finds itself in a tight fiscal squeeze. 
Reason: its appropriations have 
lately been shrinking at atime when 
weapons costs are soaring. 
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Top Airman Thomas White not only 
bear the burden of keeping the air 
arm fit but also must do their best to 
please all of the people all of the time. 
From below, the field commanders 
lodge a continual chain of pleas, often 
with great public support, for better 
weapons and bigger budgets. From 
above, the Bureau of the Budget and 
Congress exert constant pressure for 
greater economy. Sharp and White 
are men in the middle of a crossfire. 

Appropriately enough, Sharp ma- 
jored in psychology during his days 
at Princeton (class of 1928). Out of 
college in depression days, he joined 
his brother to develop Mission Manu- 
facturing, now a prosperous maker of 
oilfield equipment. His World War II 
experience came as skipper of a Navy 
subchaser. Later he managed the 
Johns Hopkins University applied 
physics laboratory, where the prox- 
imity fuse was developed. Sharp 
served over three years as an Air 
Force assistant secretary before re- 
signing early in 1959. Last January 
he was back as Secretary of the Air 
Force, replacing James H. Douglas, 
now deputy secretary of defense. 

Although it is not in Dudley Sharp's 
purview to set the proper level of 
spending for his service, he is a 
staunch believer in policing those 
outlays assiduously. “If you get an 
enormous mountain of requirement,” 
says he, “you'll never get anywhere. 
The budget system is a sound way to 
run defense economically. You’d have 
pandemonium if you turned the mili- 
tary loose.” 

Diplomat in Uniform. Sharp’s mili- 
tary sidekick is _ practical-minded, 
even-tempered General Thomas 
Dresser White, 58, a man who might 
have had as great personal success in 
the State Department as he has in the 
Air Force. As chief of staff, White 
oversees the world-wide operations of 
his service from a cavernous Pentagon 
office and a desk bearing five tele- 
phones. His interests, like his respon- 
sibilities, are global in scope. He 
speaks five languages fluently. 

Much of White’s time goes toward 
soothing aggravated congressional 
brows or setting straight some ill- 
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conceived action by a subordinate. 
“In the Air Force,” explains White, 
“we don’t have a party line. We do 
have a lot of people who think, and 
that doesn’t always add up to a un- 
animity of views.” 

Fortunately, White has had plenty 
of experience in mediation. Of his 40 
years in uniform, more than half have 
been spent either in sensitive foreign 
posts or in the rough-and-tumble of 
Washington affairs. Graduated from 
West Point at 18, White went through 
flying school, then, intermittently from 
1925 through 1941, drew language 
training and military attaché assign- 
ments in China, Russia, Italy, Greece 
and Brazil. 

When World War II exploded, White 
leaped from lieutenant colonel to 
brigadier general in just 16 months, 
took part in the South Pacific “road 
back” campaigns as deputy com- 
mander of the 13th Air Force. After 
hostilities ended, he served as Pacific 
Air Command chief of staff and then 
commander of the 5th Air Force in 
Japan. White has been in the Pen- 
tagon continuously since 1948, rising 
through the posts of deputy chief of 
staff and vice chief of staff to the top 
slot in July 1957. 

Thomas White’s tenure as military 
boss of the Air Force has been studded 
with periods of heated national con- 
troversy—the furor over Sputnik I, 
the Army-Air Force space squabble 
and the recent so-called “missile 
lag.” Through each of them White has 
performed coolly and persuasively. He 
has at times fought hard against pro- 
gram cuts such as that involving the 
B-70 bomber, yet he has, neverthe- 
less, steadily tightened up on expen- 
ditures, directing his available dollars 
toward maximum combat capability. 

Up from Kitty Hawk. The organiza- 
tion headed by Dudley Sharp and 
Thomas White is a young and a dy- 
namic one. It was less than 57 years 
ago that the Brothers Wright first 
achieved sustained flight above the 
sandy beach near Kitty Hawk, N.C. 
The air arm was born some four years 
later under the Army Signal Corps. 
After successive reorganizations 
through which it gained greater 
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autonomy, the fledgling service finally 
was severed from the Army under the 
National Security Act of 1947. Every 
step of the way, the Air Force has had 
to adapt itself to increasingly rapid 
change. 

Today the Air Force has flown into 
the middle of what military men call 
a “gray area.” On top of the various 
aerial responsibilities it has accumu- 
lated over the years, the service now 
is moving out of its accustomed en- 
vironment and adding new families of 
space weapons and warning devices 
to its arsenal. This has provoked 
many a furious debate among arm- 
chair theorists and Air Force experts 
themselves as to just what the opti- 
mum “weapons mix” should be. 

In the absence of any real knowl- 
edge of what science may turn up, the 
Air Force has fought to maintain 
flexibility in its operations. “As things 
stand now,” says White, “there’s no 
defense against the ballistic missile. 
Some day such a defense will be de- 
veloped. In the meantime, the num- 
ber of manned aircraft will get smaller. 
But we’re always going to need them.” 

Race into Space. In the battle for 
leadership in space exploration, the 
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U.S. now trails the Soviet Union by 
three years. That is the opinion of 
such top Air Force astrobiologists as 
Brig. General Don D. Flickinger of the 
Air Research and Development Com- 
mand. The point may be debated. But 
one thing is sure: had the nation not 
poured some $7 billion into Air Force 
ballistic missile and space projects 
over fiscal years 1955-60, the US. 
would be much further behind. 

At the moment, the big question is 
whether the dual civilian-military 
team of the National Aeronautics and 
Space Administration (NASA) and the 
Air Force can wrest space supremacy 
from the Soviet. Most high-priority 
programs, of course, can best be con- 
ducted by a single manager. And at 
present, the Air Force possesses 
greater means than NASA to do the job 

From the Air Force point of view, 
there are today fears that NASA may 
absorb many of the aerospace research 
and development facilities the air arm 
requires to improve its military opera- 
tions. Moreover, some Air Force 
scientists argue that nasa has neither 
the drive nor the experience to con- 
duct fast-paced development 

Yet there are tangible advantages 





in the event of an attack. 
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operational for several years, but when it is, this versatile weapon bids fair to solve 
several vital ic problems. 
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on the flight line, fewer planes and fewer pilots 


accruing to a civilian space program. 
In advertising its successes to the 
world, it can more effectively empha- 
size purely scientific motives. Sec- 
ondly, an organization like Nasa is 
better suited to venture into areas far 
advanced beyond military need. 

Actually, the U.S. can ill afford to 
scratch either effort. What is impor- 
tant is coordination. Fortunately, 
reasonably good coordination has thus 
far been attained. Says a colonel in 
the Air Force Ballistic Missile Divi- 
sion: “When people talk about a 
‘schism,’ we don’t know what they 
mean. We work much too closely with 
NASA to think of conflict.” 

Money on the Wing. For the Air 
Force, moving ahead with technology 
has become enormously expensive. At 
the 200th delivered unit, excluding 
research and development outlays, a 
B-29 bomber of yesteryear cost $1.5 


million. On the same basis, a jet-pro- 
pelled B-52 now soaks up $6.6 million. 
Bases for the Titan 1ceM, including 18 
missiles and their “hardened” under- 
ground silos, will set the Air Force 
back $80 million each. 

Some hope does exist that the bal- 
listic missiles will not become obsolete 
as quickly as manned aircraft. Also, 
the Minuteman, an i1csm which will 
move about the country by rail, is 
shaping up as a bargain basement 
item. Nevertheless, other space weap- 
ons and their potentially huge costs 
must be figured into the picture too. 

But the fast pace of technological 
change is also having an impact out- 
side the procurement area. In order 
to man its complex aerial and ground 
equipment efficiently, the Air Force 
has labored mightily to build a pro- 
fessional service. In fiscal 1959, it 
boasted an airman re-enlistment rate 


of 46%, highest of the three services. 
Yet as these men grow older, they 
acquire more dependents, run up costs 
for housing, education, medical care 
and other services. 

In view of the shrinking number of 
aircraft in inventory, one answer 
might seem to lie in taking more offi- 
cers and airmen off flight pay. Clearly, 
however, this is a sensitive matter. It 
involves slashing the income of a dedi- 
cated career man by one fourth to one 
third, has far-reaching implications 
in terms of service morale. Early this 
year White did issue such an order, 
affecting 2,100 rated officers. The 
move drew such a flood of resigna- 
tions and protests that he quickly re- 
scinded it. 

In attempting to cope with such dol- 
lar dilemmas, the Air Force has not 
only embraced but pioneered in 
modern management techniques, Its 
comptroller organization, set up in 
1946 (earlier than that of any other 
service), dotes on management an- 
alysis. This unit got its first Univac in 
1952, now operates an extensive elec- 
fronic data processing system involv- 
ing almost every kind of computer 
equipment availabie. 

Good Right Arms. Helping Sharp 
and White grapple with their cur- 
rently acute problems are two as- 
sistants—brilliant young Dr. Joseph 
V. Charyk, 39, under secretary of the 
Air Force, and cigar-chomping, hard- 
driving General Curtis E. LeMay, 53, 
Air Force vice chief of staff—and, be- 
neath them, a pair of high-calibe: 
staffs. 

Canadian born Joe Charyk is at 
once a scholar, aeronautical expert 





Our Top Airman “Sounds off” on U.S. Aerospace Power 


Here is what Gen. Thomas D. White, Air Force Chief of Staff, has been saying about the nation’s 
aerospace position. These remarks were selected from interviews, speeches and Congressional testimony 





U.S. vs. USSR: “I have no hesitancy in saying that, over-all, 
we have the greater capability. There may be a couple of 
fairly important areas for the future in which they are, 
in my opinion, to some degree ahead of us. I would put 
the space applications as number one 95 


WEAPONS MIX: “The new era which I foresee is greater 
utilization of space. . . . I foresee that the trend will 
gradually change from a mix of manned aircraft and mis- 
siles to a mix of manned aircraft, missiles and manned 
spacecraft some time in the future.” 


AIR-LAUNCHED BALLISTIC MISSILES: “Nuclear-propelled air- 
craft armed with such weapons would be able to conduct 
long endurance patrols over the seas, friendly land masses 
and areas inaccessible by other means—with a capability 
to launch a devastating attack within minutes.” 


B-70 LONG-RANGE BOMBER: “An airplane that can move at 
mach 3 (about 2,000 mph) and, in addition, have a hyper- 
sonic ballistic missile aboard is really a terrific weapon 
and one that is as nearly invulnerable, in my opinion, as 
any weapon can be.” 


POLARIS BALLISTIC MISSILE (carried by Navy nuclear submarines): 
“The Polaris is a strategic weapon, and the employment 
of this. weapon, our manned bombers and land-based 
ballistic missiles must be perfectly coordinated. It is my 
view that our several strategic systems should be placed 
in a new unified command—the US. Strategic Command 
Its commander could be either an Air Force or a Naval 
officer, and his staff should be drawn from both services.” 


JOINT CHIEFS OF STAFF: “They reflect different backgrounds, 
different doctrines and different enthusiasms. It is in- 
evitable that their judgments are not always the same.” 


MANNED AIRCRAFT: “They have advantages that missiles do 
not yet provide. .. . They have the ability to search out, 
locate and attack moving targets whose exact location is 
unknown. Manned aircraft are not a one-shot affair—they 
can be used over and over again.” 


ARMS DEVELOPMENT: “We must continue to develop our 
forces along a broad spectrum—one which will provide 
effective and versatile advanced systems to meet the wide 
range of contingencies which may confront our nation.” 





Forses, suneE 1, 1960 








and management man. Charyk won a 
Ph.D. magna cum laude from Cali- 
fornia Institute of Technology in 1946. 
He taught aeronautical engineering 
at Cal Tech and Princeton, later 
headed up aerospace development 
laboratories at Lockheed and Ford 
Motor Co.’s Aeronutronic Systems, 
Inc. With the Air Force since Jan. 
1959, Charyk served as chief scientist 
and as assistant secretary, research 
and development, before being named 
under secretary last January. 

Working under Charyk are three 
assistant secretaries and two special 
assistants. The assistant secretaries: 
Lyle S. Garlock, 53, onetime chief of 
the Department of Defense Budget Di- 
vision, financial management; Philip 
B. Taylor, 61, an aircraft engine ex- 
pert and recent partner in the engi- 
neering firm of Sanderson & Porter, 
materiel; and Courtland D. Perkins, 
47, a newcomer who formerly headed 
the Princeton aeronautical engineer- 
ing department, research & develop- 
ment. The special assistants: Lewis 
S. Thompson, 56, who has held presi- 
dential posts at Briggs Filtration Co. 
and Research Associates, Inc., man- 
power, personnel & reserve forces; 
and John M. Ferry, 62, an engineer- 
executive and onetime manager of 
construction for the New York Tele- 
phone Co., installations. 

General Curtis LeMay has become 
a legend in his own time. A pioneer 
B-17 pilot, he commanded a bomb 
group in England during World War 
II, helped plan B-29 atom bomb drops 
on Hiroshima and Nagasaki. Boss of 
sac from 1948 to 1957, he is largely 
credited with having made that com- 
mand the potent alert force it is today. 
LeMay, still an active pilot, has set 
speed records in the KC-135 jet 
Stratotanker. White customarily relies 
on LeMay to keep a tight rein on op- 
erational matters. 

Handling the duties of deputy chief 
of staff are Lt. General Roscoe C. 
Wilson, 54, who has had many assign- 
ments in materiel and atomic weapons 
fields, development; Lt. General Dean 
C. Strother, 52, a fighter specialist 
and onetime commander of the 12th 
Air Force in Europe, operations; Lt. 
General Truman H. Landon, 55, re- 
cent head of the Caribbean Air Com- 
mand, personnel; Lt. General Mark E. 
Bradley Jr., 52, long a key figure in air 
weapons procurement and production, 
materiel; and Lt. General John K. 
Gerhart, 52, onetime Joint Chiefs of 
Staff adviser to the National Security 
Council planning board, plans & pro- 
grams. Not a deputy chief, but work- 
ing on that level as comptroller, is 
Lt. General William D. Eckert, 51, re- 
cent vice commander of the Tactical 
Air Command. 
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UNDERGROUND ICBM COMPLEX: 
on the ledger, $80 million 


Design for Tomorrow? “The U.S. Air 


Force,” points out one staff officer, “is 
not a collection of traditional arms 
that coalesce. It was made to order.” 
Structurally, the Air Force is a re- 
markable management organization. 
When the service was born, it by- 
passed the corps and bureaus of the 
Army and Navy for a functional setup 
to carry out specific missions it 
performs. The lines of control are 
clean and direct, extending from 
White and LeMay through the deputy 
chiefs of staff to the appropriate com- 
mand. 

There are a good many virtues 
inherent in this system. It makes for 
personnel economy—the Air Force, 
while the largest of the three services, 
has the smallest Pentagon staff. It 
helps to eliminate duplication of 
effort—unlike the Army and the 


Navy, the Air Force houses all its 
research and development in one 
command. More importantly, it per- 
mits quick response in an emergency 
-——the combat elements of the Air 
Force can be brought to bear against 
an enemy swiftly and almost simul- 
taneously. 

In recent years, the Air Force has 
plugged repeatedly for complete uni- 
fication of the three services into a 
single military body. Its argument: 
that land, sea and air are no longer 
valid divisions for military action, 
that the overlapping of weapons sys- 
tems has made closer coordination 
necessary. Such coordination might 
exist on functional lines. Thus, 
manned bombers and ballistic mis- 
siles (both land-based and submarine- 
borne) would make up the strategic 
element; fighter-bombers, small cargo 
planes, paratroops and ground forces 
would comprise the “small war” or 
tactical element, and so on. 

It is true that military coordination 
exists today, but it is a fragmentary 
arrangement in which the command 
lines crisscross confusingly. These 
‘Joint commands” are not true com- 
mands at all, but frameworks in which 
conflicting service loyalties, with their 
resulting duplications and wasteful- 
ness, are tied up into a single cumber- 
some package. 

Today’s military environment no 
longer allows the time in which to 
conduct debates over which unit will 
hit which target with what. As famed 
Airman James H. (“Jimmie”) Doo- 
little points out: “The day of com- 
mittee action is over. We just don't 
know it yet.” 


RIGHT-HAND MEN CHARYK AND LEMAY: 
scientific genius and operational fortitude 
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AIR FORCE COMMANDS 





THE RESTIVE SPECIALISTS 


Sizing up military capability is like looking through a 


prism, 


From the Pentagon, the over-all picture may 


appear rosy. But in the field, where mission must be 
matched with means, the view takes on a darker cast. 


AT ONE point during the Senate 
defense probe early this year, an 
inquiring solon told the story of a 
nobleman who sought a_ carriage 
driver to carry his children to school 
over a narrow mountain road. The 
first two applicants boasted of their 
prowess by saying how close they 
could come to the edge of the preci- 
pice without a mishap. The third 
vowed that he would drive so far 
from the edge that he might even 
scratch the carriage on the mountain 
wall. 

Quick-thinking General Thomas S. 
Power, boss of the Strategic Air Com- 
mand, had a ready comment. Said he: 
“T’m a wall man myself.” 

Most of the men who head Ail 
Force commands are in favor of 
“wallmanship.” Given a mission to 
perform, they would like all the 
resources necessary to carry it out 
with high efficiency and minimum 
risk. The only trouble is that wall- 
manship is expensive in the extreme. 
As a colonel in the Air Research and 
Development Command observed 
recently: “We could spend this 
country into oblivion.” 

Unfortunately, recent scientific 
advances by the Communist nations 
have made it difficult to determine 
just what constitutes the budgetary 
middle of the road. And, in view of 
the fact that the U.S. has consistently 
underestimated Soviet technological 
proficiency, men like sac’s Power de- 
serve a serious hearing. 

The Mailed Fist. There are in the 
Air Force today 17 major commands. 
Of these, the dominant seven are 
large functional units geared either 
for combat or support. Among the 
seven, none has a better opportunity 
to practice wallmanship than the 
Strategic Air Command. Sac is the 
“mailed fist” of U.S. armed might, and 
that fist holds the fortunes of the Free 
World in its palm. 

Sac’s Power, 54, is—like his prede- 
cessor, General Curtis LeMay—an 
abrupt, tough-talking man. From a 
new, buff brick headquarters at Offutt 
Air Force Base, near Omaha, Neb., 
Power runs a global network of heavy 
and medium bomber units tightly tied 
together by split-second means of 
communication. Sac is now building 
up operational squadrons of Atlas 
icBMs in the western U.S., will soon 


receive Titan IcBMs as well. 

“I think the deterrent role is a good 
role,” declares Power. “Any damn 
fool can start a war. It takes a smart 
man to stay out of one.” 

The true value of deterrence, how- 
ever, depends on how much re- 
taliatory potential survives an attack. 
At the moment, there is no sure 
possibility of warning against a 
ballistic missile strike, and, as Soviet 
missile numbers increase, sac faces 
the danger of having most of its B-52s, 
B-47s and new supersonic B-58s 
destroyed on the ground. 

Until such warning devices as 
BMEWS (Ballistic Missile Early Warn- 
ing System) and the satellite mipas 
(Missile Detection Alarm System) 
are operative, Power wants to keep a 
large proportion of his fleet armed 
and airborne. He figures the cost of 
this “air alert” at $600 million in fiscal 
1961, $1 billion yearly thereafter. The 
Air Force request for this purpose 
during the coming fiscal year: $90 
million. The House appropriation for 
an air alert during the same period: 
$200 million. 

In the air, sac’s might is both awe- 
some and growing. Power has begun 
to receive Hound Dog air-launched 
missiles to carry aboard his B-52s. 
Within the next few years, sac will 
get Skybolt ballistic missiles, an even 
more potent air-launch weapon. With 
such missiles, sac can either hit a tar- 
get far ahead of its planes or blast its 
way through defenses for a bomber 
strike 


NAVIGATOR AT WORK: 
will he have warning? 
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With his B-52s headed for obsoles- 
cence in the mid-1960s, sac’s Power is 
visibly chagrined by the slashing of 
the B-70 long-range bomber program. 
He believes total reliance on ballistic 
missiles is dangerous, thinks that 
“lead time” on aeronautical develop- 
ment is of the essence. Warns Power: 
“The one thing you can’t buy is time.” 

Brush Fire Strategists. A small war 
can, of course, be the fuse to set off 
a conflagration. Clipping that fuse 
quickly is the business of the Tactical 
Air Command, headquartered at 
Langley Air Force Base, Virginia. 
Tac’s pilot: fast-moving General 
Frank F. (“Hank”) Everest, 55, one- 
time Air Force deputy chief of staff, 
operations. 

Tac today is a reflection of lessons 
learned in Korea, French Indo-China 
and Malaya. A swift-reacting team 
of fighter-bombers, reconnaissance 
planes, tankers and transport craft, 
Everest’s command specializes in 
getting to global trouble spots in a 
hurry. Its alert arm, casF (composite 
air strike force), can make a “show 
of force,” back this up with either a 
nuclear or TNT punch. In 1958, casr 
proved itself by helping cool off crises 
in Lebanon and the Taiwan Strait. 

Hank Everest’s airmen work closely 
with the Army, provide both battle 
support and airlift. The Army, with 
some justification, has bitterly com- 
plained that it has been getting too 
little of either. While tac does have 
its own priorities (such as assuring 
air superiority over a battle area), the 
big factor behind its support limita- 
tions is the tac budget itself. 

Currently,tac’s equipment situation 
is a strange mixture of strength and 
weakness. It has an efficient, modern 
troop carrier in the bulging C-130. It 
is beginning to get numbers of the 
highly versatile F-105 fighter-bomber. 
Yet the bulk of its fighter-bomber 
force is comprised of the aging F-100, 
which became operational in 1954. 
Moreover, Tac badly needs a version 
of the jet-powered KC-135 tanker 
to replace its lumbering KB-50, a 
craft whose lineage dates back to the 
World War II B-29. 

The Impossible Takes Longer. A much 
more imposing consumer of Air Force 
money is the Air Defense Command, 
which has its nerve center at Ent Air 
Force Base, Colorado. Top hand at 
apc is rugged Lt. General Joseph H. 
Atkinson, 60, onetime Texas cowboy 
and recent head of the Alaskan Air 
Command. In keeping pace with 
Soviet bomber improvements, Atkin- 
son has faced a tough challenge. In 
coping with the ballistic missile, his 
job is, for the present, impossible. 

Atkinson believes, however, that 
defense will finally catch up with the 
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COMMAND PERFORMANCE 


Strategic Air Command (SAC)—Commander: General 
Thomas S. Power. Mission: to deter attack against 
the US. and its allies through maintenance of 
an alert force of bombers and missiles bearing nuclear 
payloads. Budget: $714 million. Assets: $5.3 billion. 
Big Problem: Can its retaliatory forces survive a 
missile onslaught in the no-warning period ahead? 


Gen. Power 


Tactical Air Command (TAC)—Commander: General 
Frank F. Everest. Mission: to meet the “small war” 


Gen. Everest 


threat by moving quickly to the scene with fighter- 
bombers, tankers and transports carrying Army par- 
atroops and support equipment. Budget: $144 mil- 
lion. Assets: $834 million. Big Problem: Will it win 
dollars to beef up its small, imbalanced force? 


Air Defense Command (ADC)—Commander: Lt. Gen- 
eral Joseph H. Atkinson. Mission: to join with other 
military elements for the defense of the North Amer- 


ican continent against attack from the air. 


Budget: 


$400 million. Assets: $2 billion. Big Problem: Can 
it.turn up a shield to stop the missile, simultaneously 


keep pace with manned bomber improvements? 


Lt. Gen, Tunner 


14. Gen, Atkinson 


Military Air Transport Service (MATS)—Commander 
Lt. General William H. Tunner. Mission: to provide 
for air movement of equipment, supplies and person- 
nel to and from Air Force bases throughout the world. 
Budget: $243 million. Assets: $1.4 billion. Big Prob- 
lem: Will it overcome commercial airline animosity, 
obtain modernization money for its obsolete fleet? 


Air Research and Development Command (ARDC)— 





Commander: Lt. General Bernard A. Schriever. Mis- 
sion: to manage all research, development, testing 
and evaluation of Air Force weapons systems, com- 
ponents and armament. Budget: $411 million. As- 
sets: $1.4 billion. Big Problem: Can it capture more 
brainpower, finance more projects? 


Lt. Gen. Schriever 


Air Materiel Command (AMC)—Commander: General 


Samuel E. Anderson. 


Mission: 


to buy, store, 


ship and maintain all of the aircraft, missiles and 
equipment required by a global Air Force. Budget 
$1.8 billion. Assets: $34.6 billion (including $22.7 


billion aircraft inventory). 


Gen. Anderson 


Air Training Command (ATC)—Commander: Lt. Gen- 
eral James E. Briggs. Mission: to train pilots, navi- 
gators, basic airmen, mechanics, radar operators and 
other technicians needed by the Air Force for its 
aerospace assignments. Budget: $300 million. Assets: 
$1.2 billion. Big Problem: Can it find funds to re- 
place its ramshackle, World War II-built facilities? 


Big Problem: Will its 
management keep it on top of a speeding technology? 


Lt. Gen, Briggs 











missile. “It’s a dead sure cinch,” says 
he, “that somebody is going to find a 
way to knock down a large percentage 
of those things.” 

Anc is the largest component in 
NORAD, a joint command for the 
defense of the North American con- 
tinent, which is headed by Air Force 
General Laurence S. Kuter, 55. At- 
kinson’s weaponry includes 200-mile- 
range Bomarc anti-aircraft missiles 
and advanced supersonic interceptors 
such as the F-104 and F-106. His com- 
mand also operates the Distant Early 
Warning (pew) Line, a radar detection 
net, and saGE, an elaborate computer 
system which can quickly sum up both 
the air defense situation and available 
resources to meet an attack. 

Like sac’s Power, apc’s Atkinson 
looks forward hopefully to such warn- 
ing devices as BMEWs, which can spot 
missile movements by radar, and 
mipas, which uses infra-red devices to 
pick up a missile heat “plumes” im- 
mediately after a firing. One other 
incipient guardian against surprise at- 
tack is SAMOS, a reconnaissance sat- 
ellite which will photograph the 
Communist world inch by inch. It 
appears that samos will enter orbit 
within the next year, gradually take 
over the task recently assigned to the 
U-2 reconnaissance aircraft. 

To counter the developing threat of 
bomber-launched missiles, Atkinson 
had a plan: to make defensive strikes 
far from potential targets with apc’s 
projected mach 3, long-range inter- 
ceptor, the F-108. Estimated to cost 
about $1.3 billion for 100 units, the 
F-108 was knocked completely out of 
the budget. Says Atkinson: “People 
need to understand that the next war 
—if it comes—will not necessarily be 


TECHNICAL TRAINEES: 
World War II classrooms 


fought way out in space. The manned 
bomber is a fact of life.” 

Transport Trouble. It is a paradox 
of the American scene that, while 
tourists streak across the ocean in 
sleek new jet liners, the Military Air 
Transport Service, supply lifeline to 
U.S. military bases abroad, continues 
to plod along in tired old piston planes 
built seven to ten years ago. 

Silver-thatched Lt. General Wil- 
liam H. Tunner, 53 (commander of 
the Berlin Airlift and World War II 
India-China flights over the “Hump’”’), 
directs MaTs’ operations from Scott 
Air Force Base, Ill. He concedes that 
90% of his force is obsolete. During the 
“Big Slam/Puerto Pine” maneuver, 
which involved carrying 22,000 Army 
troops and 12,000 tons of combat 
equipment to Puerto Rico last March, 
MATs found itself flying about. 4,000 
hours more than programmed. 

Tunner has one modern plane, the 


AERIAL REFUELING OF B-52 BOMBER BY KC-135 TANKER: 
even in the space age, the manned bomber is a fact of life 
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huge, sausage-shaped C-133, which 
can haul an Atlas tcpm. Yet that fleet 
numbers only about 30. Mars’ most 
vital requirement is a jet-powered re- 
placement for its. somewhat smaller 
C-124 “workhorse” transport. The 
Air Force has asked for new money 
to develop such a plane, but, at best, 
it will not be available in quantity 
until 1965 or 1966. 

Tunner’s big problem, however, has 
not been directly budgetary. Recently, 
lobbyists of U.S. international airlines 
have descended upon Capitol Hill in 
droves, attempting to switch more of 
MATS’ passenger and cargo traffic to a 
commercial contract basis. Already 
MATS farms out some $85 million of 
such business annually—three times 
the figure of 1954. Yet the fight goes 
on. It is a tangled controversy which 
has split both Congress and the 
Administration. 

The position of mats is clear: it 
wants to keep enough air crews 
trained and equipment ready to pro- 
vide quick logistical support should an 
emergency occur. Some of Tunner’s 
aides feel that the airlines, while only 
too willing to take over Mats’ mission 
in periods of calm, cannot commit 
their crews to the military responsi- 
bility this implies in time of war. 

At turn of month Tunner was sched- 
uled to retire. For his successor, 
Major General Joe W. Kelly, 50, out- 
going chief of the Air Research and 
Development Command's Air Proving 
Ground Center, the flight ahead with 
Mats is not likely to be smooth. 

Brains & Money. The Air Research 
and Development Command is the 
crucible from which the Air Force's 
aerospace future will emerge. A far- 
reaching, deep-thinking technical 
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management organization, arpc directs 


basic and applied research, develops | 


and tests missiles, aircraft, ground 
support equipment 
devices. It also provides the main 
sinews for the National Aeronautics 
and Space Administration in Nasa’s 
civilian space program. 


Overseeing all these activities from | 
Andrews Air Force Base, near Wash- | 


ington, D.C., is handsome Lt. General 
Bernard A. Schriever, 49, an aero- 
nautical engineer and architect of U.S. 
ballistic missile power. Schriever’s 
big challenge has been to narrow the 


time lag between conceiving of a | 


weapons system and making it opera- 
tional. As boss of what is now arpc’s 


Ballistic Missile Division, Schriever , 


elevated the idea of “concurrency” to 
a high art. This concept, providing for 
tightly integrated development, pro- 
curement and manufacture, has cut 
weapons systems “lead time” by years. 
“Our big job,” explains one of 
Schriever’s aides, “is making sure 
that the beer comes out even with the 
pretzels five or ten years from now.” 
To accomplish his present mission 
as head of arpc, Schriever needs 
ample supplies of brainpower and 
money. He is currently having diffi- 
culty with both. Many of his key 
scientists have been lured away by 
high pay in industry. And although 
there have been budgetary hikes in 
such projects as the missile-detecting 
MIDAS satellite and the Dynasoar space 
glider, arvc has lately been under- 
going an over-all financial squeeze. 
Schriever views the U.S.-Soviet 
competition darkly. “The tempo of our 
progress to date,” he has said, “affords 
not the least grounds for complacency. 
. . . This is deadly serious business.” 
The Big Store. “We're the Sears, 
Roebuck of the Air Force,” remarks 
an officer of the Air Materiel Com- 
mand. Actually, however, a good 
many Sears, Roebucks could get lost 
in mighty amc. This command is head- 


quartered at Wright-Patterson Air | 


Force Base, Ohio, and commanded by 
efficiency-minded General Samuel E. 
Anderson, 54. It boasts assets of $34.6 
billion (including $22.7 billion in air- 
craft inventory), spends about $1 
billion monthly for 
directs 123,000 man years of mainte- 
nance engineering annually and 
handles some 1.5 million catalogued 
items in its depots and warehouses. 

Nor can Amc, despite its size, afford 
to overlook the little things. Recently, 
one Air Force overseas command ran 
into parts trouble and was forced to 
ground more than two dozen first-line 
aircraft. Each of these planes cost $1 
million. The malfunctioning part, 
about the size of a thimble, cost one 
cent. 
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THE MAGNIFICENT AMBASSADORS 


“WE'RE a poor man’s version of apc, TAC and SAC,” re- 
marks a general in an Air Force overseas command. The 
description is apt. These organizations, operating on 
the brink of the Communist world, have mixed missions, 
also support the “functional” commands. And overseas 
commands are, by stateside standards, “poor” in re- 
sources. Their aircraft are generally one or two cycles 
behind those of U.S. units, and their housing facilities 
are in many localities far shy of minimum needs. Over- 
seas units are, however, “backed up” by considerable 
aerial resources within the U.S. 


The overseas commands: 


U.S. Air Forces in Europe (USAFE), headed by adroit 
General Frederic H. Smith Jr., 51, onetime boss of the 
Air Training Command and the 5th Air Force in Japan. 
USAFE is a component of NATO, runs a string of bases 
stretching from Norway to the Middle East. 


Pacific Air Forces (PACAF), commanded by General Em- 
mett (“Rosie”) O’Donnell, 53, longtime Far East hand 
who directed B-29 bombing raids during the Korean 
War. Pacar operates in a theater of long-legged flights, 
small patches of real estate and recurrent threats of 
small wars and political upheaval. 


Caribbean Air Command (CAirC), overseen by Major 
General Leland.S:-Stranathan, 55, a specialist in gun- 
nery, nuclear weapons and training procedures. Cairc’s 
big job: military assistance in volatile Latin America. 

Alaskan Air Command (AAC), headed by Major Gen- 
eral Conrad F. Necrason, 48, an air operations expert 
with three years’ experience in the northerly state. 


| Aac, only nominally “overseas,” is but a stone’s throw 


from the Soviet Union. 
defense. 


Its number one mission is air 


For three of these commands, the air assignment is 
only half of the job. Living in foreign communities as 
guests, airmen and their families are daily making 
friendships which serve the Free World well. Their 


| efforts add up to a magnificent achievement for the 


US. in grassroots diplomacy. 


— 


Gen. Smith 


Maj. Gen. 
Stranathan 


Maj. Gen, Necrason 


23 





As purchaser, warehouser and dis- 
tributor for the Air Force, Anderson’s 
command has been hit right where it 
lives by the technological upheaval. 
Amc has been fighting back this tide 
through extensive use of electronic 
data processing equipment, the closing 
of depots and introduction of indus- 
trial engineering techniques. One 
notable move: adoption of a “Hi- 
Valu” program which utilizes fast air 
transport of expensive parts and 
spares, thus permits amc to reduce its 
purchases of such items and cut down 
on inventory. 

Yet with aerospace weaponry con- 
stantly growing in complexity and 
cost, Anderson today appears to be a 
man on a treadmill. Says he, some- 
what unhappily: “We never seem to 
have enough money or enough 
people.” 

Low on the Ladder. Despite the fact 
that a plane, missile or radar set is no 
better than the man who operates it, 
the Air Training Com mand—which at 
any given time may be instructing 
55,000 pilots, navigators, technical 


trainees and basic airmen—is entering 
into the missile era with World War 
II facilities which in some cases have 
begun to rot away. 

Randolph Air Force Base, Texas, 
the atc headquarters, is a permanent 
and beautiful installation. But earnest 
Lt. General James E. Briggs, 54, one- 
time Air Force Academy superin- 
tendent and now atc commander, has 
elsewhere been forced to make many 
an unpalatable compromise. One such 
was the recent placing of expensive 
electronic equipment in a drafty and 
dust-prone hangar. No better class- 
room was available. 

Not long ago, atc used to get many 
production line items for training 
purposes. But the high cost of missiles 
and other operational equipment has 
changed that. Now the command has 
teams of “snitchers” who grab every 
component a quality control officer 
turns down. 

Atc’s troubles could largely be 
solved with tens of millions, not 
billions of dollars. Still, Briggs has 
tough going. “We come about eighth 


in priority. on money,” explains he. 
“and I guess that’s proper. But we'd 
like to have training recognized as a 
regular .part of the weapons system.” 

Dollars vs. Rubles. Behind the as- 
sorted financial woes in the Air Force 
today looms a grave reality: the U.S. 
and the Soviet Union are now locked 
not only in a contest for military 
superiority but in a war of economic 
attrition as well. The soaring costs 
attendant to modern technology have 
given the offensive-defensive inter- 
play an entirely new dimension. Today 
weapons systems are designed partly 
for their operational potential. partly 
to create economic strain on an 
adversary obliged to counter thei: 
effect. 

Within the Air Force, such strains 
are now everywhere apparent. As 
science races ahead on every front, 
they seem certain to become more 
and more severe. In the mammoth 
poker game with the Soviet, the stakes 
are survival and the betting is getting 
higher and higher. It appears that the 
U.S. has only begun to pay the bill 





THE USAF 


ACADEMY: An Investment In 


Know-How 





“Man’s flight through life,” proclaims a monument 
at the Air Force Academy, “is sustained by the power 
of his knowledge.” It is no less true that the Air 
Force’s flight into its aerospace future will be largely 


sustained by the professionalism that the academy is 
instilling today into its cadet wing. 

A dream of airmen for decades, the Air Force 

Academy assembled its first class in 1955 at Lowry 
Air Base, Colorado, opened the doors of its modern 
new complex near Colorado 
Springs, Colo. in August, 
1958. Lying beneath the 
craggy Rocky Mountains, 
the academy, with its clean 
lines in glass, aluminum 
and marble, is a_ picture 
of serenity. The serenity, 
however, is only  wall- 
deep. 

Early this month, the 
academy will graduate its 
second class, a well-tem- 
pered group of 227 new 
commissioned officers. They will have completed a 
rugged four years. To earn Bachelor of Science 
degrees, these men ploughed through a combined 
engineering-liberal arts program adding up to 183 
credit hours—some 50 to 60 hours more than civilian 
institutions require. Of every ten cadets appointed, 
only seven were able to make the grade. 

“Not challenged,” says a faculty member, “a man 


loses his will. He develops attitudes that will hurt him 
in later life. He never responds fully. He becomes 
the kind of man whose reach will never exceed his 
grasp. This is not the sort of man we want to develop.” 

The building of the Air Force Academy has been 
expensive, but, contrary to some published reports, 
not inordinately so. Originally the cost was estimated 
at between $125 million and $175 million. When cur- 
rent projects are completed, total outlays will fall 

well within the $139 mil- 
lion appropriated by Con- 
gress. A golf course has 
been built by private sub- 
scription. Similar financing 
is being planned for a foot- 
ball stadium. 
Nor are operating costs 
excessive. Dynamic Major 
General William S. Stone, 
academy superintendent, 
calculates that the gradual 
build-up in cadet strength 
(from a current 1,400 to 
2,500 men) will bring the annual expense per cadet 
down to $12,000. This is roughly in line with West 
Point and Annapolis. 

Has the Air Force Academy been worth the price? 
Says air pioneer Charles A. Lindbergh: “There are 
few, if any, places where influence exerted today 
can have more effect on the future of the country, 
of civilization and of mankind.” 
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AIR FORCE CONTRACTORS 





WHO’S TENDING THE STORE? 


In selling the Air Force today, corporations must crash through 
technological barriers and outfight dozens of competitors in 


order to turn a very small profit. 


And just about every step of 


the way, Air Force management is there to exercise control. 


Tere is a well-worn cliché in the 
defense industry to the effect that 
there is only one thing worse than 
having a government contract, and 
that is having no government contract 
at all. For a good many suppliers to 
the Air Force these days, the differ- 
ence between the two has become re- 
markably slight. 

The developments which have 
etched deep furrows in the contractor’s 
brow are only a reflection of the trou- 
bles within the Air Force itself. A 
whirlwind technology is making yes- 
terday'’s top-priority weapons candi- 
dates for the junkyard. Costs are out 
of control. And the growing sophisti- 
cation of military projects has thrown 
open the door to dozens of newcomers 
in electronics, chemicals, metals fabri- 
cation and other fields. 

Profit & Patriotism. For all but the 
most highly specialized contractors, 
competition has become well nigh 
intolerable. Says President William 
M. Allen of Boeing Airplane Co:.: 
“Five or six years ago, a competition 
for Air Force business might have 
drawn ten or 12 firms. Today, when 
we go to Wright Field or to the space 
agencies we find upwards of 30 or 40 
firms competing for major and minor 
contracts.” 

Meanwhile, the Air Force, working 
within a sternly limited budget, is do- 
ing its utmost to batter costs down. 
It pits company against company on a 
price basis, issues veiled threats to 
stimulate greater contractor invest- 
ment and investigates every corporate 
department to make sure that few 
dollars escape close surveillance. 
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From the point of view of economy, 
these practices may be all to the good. 
Yet they pose serious questions for 
the nation. Can an industry in na- 
tional service operate on patriotism 
alone? Can companies with niggardly 
profits continue to attract capital and 
grow in strength? The fact is that 
many defense contractors today can 
no longer be called private enterprise 
operations. Nor are they entirely Air 
Force ordnance arms. The pressing 
question: Just who is tending the 
store? 

Orders From the Pentagon. Actually, 
it has never been the inclination of 
the Air Force to get deeply involved 
in private corporate matters. Since 
its tiny predecessor organization 
bought the Wright Brothers’ airplane 
for $30,000, the air arm has relied al- 


BIGGEST USAF SUPPLIERS 
Contracts* 
Contractors millions) 
1. Boeing Airplane $1,267 
2. General Dynamics 1,139 
(Convair) 
3. General Electric 567 
4. United Aircraft 495 
(Pratt & Whitney) 
5. North American Av 383 
6. IBM 269 
7. McDonnell Aircraft 265 
8. Hughes Aircraft 255 
9. Republic Aviation 237 
10. RCA 222 
11. Douglas Aircraft 222 
12. Martin Co. 200 
* Uninvoiced dollar balance, 1 | 60 














most entirely on U.S. industry to sup- 
ply it with aircraft and armament 
Unlike the older services, it has been 
reluctant to set up its own research 
laboratories and assembly lines. This 
proclivity has led to a close mili- 
tary-commercial kinship which has 
spawned several industries and pro- 
moted the nation’s civilian aeronauti- 
cal development as well. 

How did this kinship begin to break 


down? One answer, of course, lies in 
the great growth of science. More 
important, however, have been the 


money factors: a continuous probing 
of Air Force spending by Congress 
and the General Accounting Office, 
and a fair amount of fiscal careless- 
ness by the contractors themselves 

Meanwhile, the Air Force has be- 
come increasingly fascinated with the 
process of management. There has 
been need for managerial skill. Few, 
if any, contractors today can conceive 
and construct whole weapons 
tems in their own plants. Thus, to pull 
together the sub-systems and com- 
ponents into a weapons project, the 
Air Force now has its Weapon Sys- 
tem Project Office (wspo) composed 
of personnel from the Air Research 
and Development Command, the Air 
Materiel Command and the ultimate 
using command. 

Any outfit like wspo is certain to be 
an intricate and bewildering organiza- 
tion. Yet wspo has done an increas- 
ingly competent job of directing the 
creation of highly efficient weapons 
systems in minimal time. The practi- 
cal effect of such a setup, however, is 
that proprietary aspects creep in. And 
through such evolvements as wspPo, 
the Air Force has come to regard its 
contractors not as partners but sub- 
sidiaries. 

The Air Force, of course, does not 
see things quite this way. Observes 
one top officer: “It’s amazing how 


sys- 


poorly some of these companies man- 
age. They just don’t know what their 
I some- 


costs or their resources are. 


times feel that the Air Force is a 
captive.” 

To Have and Have Not. Generaliza- 
tions about Air Force contractors are, 
on the very face of it, treacherous. As 
the biggest single enterprise in the 
Free World, the Air Force does its 
business on myriad levels. It buys 
housekeeping items on an advertised 
bid basis in air base localities. It sub- 
sidizes the cogitations of dozens of 
independent and university research 
groups. It purchases, directly and in- 
directly, the endless number of items 
that go into aircraft, missiles, warning 
systems, communications devices and 
support equipment, then pays to have 
them assembled. The shopping list 
ranges from a fraction of a cent for a 
tiny screw to several billions of dol- 
lars for a fully blown, advanced 
weapons system. 

Obviously, the companies supplying 
such needs must be a highly dissimilar 
group. Among the larger contractors, 
the pattern is one of haves and have- 
nots. Because aircraft are becoming 
fewer in number, the airframe build- 
er, traditional partner of the Air 
Force, is finding itself in a perilous 
position. Meanwhile, new planes are 
being jammed full of electronic “black 
boxes,” and missilry is becoming the 
art of guidance, communications and 
data processing. The electronics com- 
panies are thus in a widening market. 

Not many firms, however, are mak- 
ing much money. Where profits once 
were low on the sales dollar yet mod- 
erately high on the invested dollar, 
the Air Force has tightened up, re- 
quiring contractors to plow more of 
their own capital into defense facili- 
ties. The only way to show good earn- 
ings in the business today is to 
increase volume. Since the Air Force 
budget is static, this is extremely 
tough. It is made no easier by the 
fact that everybody has the same idea. 

Low Altitude. The tortures through 
which the airframe makers have been 
going are apparent in newspaper re- 
ports of almost any given day. Martin 
Co.’s Chairman George M. Bunker, 


PACE 
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BMEWS INSTALLATION: 
a 2,900-way split 


who is working on the Titan IcBM 
and other missile projects, has an- 
nounced he will build no new aircraft. 
Douglas Aircraft’s Chairman Donald 
W. Douglas is in the process of closing 
down eight separate facilities. Bell, a 
famed name in aviation, is getting out 
of it entirely. Bendix Corp. and 
Northrop Corp. no longer carry “Avia- 
tion” and “Aircraft” in their corpo- 
rate titles. 

Diversification, inside and outside 
the defense area, is the rule of the 
moment. A leader in this sphere has 
been Chairman Frank Pace Jr. of 
General Dynamics Corp. Although 
Pace’s Convair Division is relatively 
well fixed as an assembler of the Atlas 
IcBM and prime contractor for the B-58 
medium-range bomber, he is taking 
no chances. Several months ago, Pace 
worked out a merger with Chicago’s 
Material Service Corp., a big handler 
of construction supplies. 

Other companies have come a long 
way in strengthening their sales out- 
look. North American Aviation’s 
Chairman James H. (“Dutch”) Kin- 


KINDELBERGER 
North Amer. Aviation 


Boeing Airplane 


delberger became intrigued with mis- 
siles more than a decade ago, set about 
building such currently promising di- 
visions: as Rocketdyne, a maker of 
liquid-fuel rocket engines, and Auto- 
netics, a specialist in electronic guid- 
ance and navigation systems. Martin’s 
Bunker has developed a broad line of 
projects in missiles and space. United 
Aircrafts Chairman H. Mansfield 
Horner, hard hit in his engine busi- 
ness, has been struggling to turn up 
new space propulsion systems. 

Prizes & Pitfalls. Amid the shrink- 
age that is under way in the airframe 
business, there are instances where 
companies have come up with the 
right plane at the right time. One 
such case concerns Republic Aviation, 
where President Mundy I. Peale is 
building the F-105 fighter-bomber. 
Peale’s plane fits perfectly the flex- 
ibility requirement of the Tactical Air 
Command, does a job no missile can 
perform. In the fiscal 1961 budget, 
the F-105 won one of the few appro- 
priations increases granted for air- 
craft. “There are indications,” says 
Peale, “that the Air Force is planning 
to continue buying it for several years 
to come.” 

Nor is this the only promising vein 
planemakers may tap in the missile 
era. Sooner or later, the Military Air 
Transport Service must be modern- 
ized. Woefully obsolete, mats will re- 
quire, first of all, a successor to the 
Douglas-built C-124. Such a contract 
could be valuable indeed. No missile 
can carry out the mission. Moreover, 
transports normally are long-lived 
production items. At this juncture, it 
appears that Douglas, a longtime 
builder of cargo planes, stands a good 
chance of plucking this plum. 

There are, nevertheless, few assur- 
ances in the aircraft business. Within 
the past few years, one company, 
North American Aviation, has watched 
repeated hopes spring up only to 
evaporate. Dutch Kindelberger saw 
his F-107 fighter-bomber go down in 
competition with Republic’s F-105, 
several months later was hard hit by 


ALLEN HORNER 


United Aircraft 
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the cancellation of his Navaho inter- 
continental missile program. North 
American bounced back to snare two 
of the most coveted prime contracts 
in the industry: for the F-108 mach 3 
interceptor and the B-70 mach 3 long- 
range bomber. Within recent months, 
the F-108 was abandoned and the 
B-70 was cut back to a token program. 

Furious debate over these two pro- 
grams has raged within and without 
the Air Force for months. The real 
reason for the actions taken, how- 
ever, was budgetary. Estimates are 
that 100 B-70s, with research and de- 
velopment outlays thrown in, would 
cost $5.5 billion. Yet costly as they 
are, there is nothing in sight to re- 
place either the B-70 or the F-108 in 
the mid-1960s. 

The Tattered Shirt. Most of the bit- 
terness in contractor ranks today can 
be found among those companies who 
have been close to the Air Force for 
many years. A very large share of 
their discomfort, to be sure, is the 
result of having relied in the past too 
heavily on the service to bail them 
out of temporary troubles, of failing 
to adapt quickly enough to techno- 
logical change. Nevertheless, these 
firms—aircraft manufacturers, instru- 
ment makers and others—now face 
difficult days. And, as one executive 
points out: “When a company gets 
desperate, it no longer plays by Mar- 
quess of Queensbury rules.” 

One of the more unwholesome mani- 
festations of the torrid competition 
for limited Air Force dollars is the 
practice of undercutting bids. The 
hotbed for this activity is in Air Force 
negotiations for the less expensive 
sub-systems and components. Today, 
companies battling for such contracts 


Forses, JUNE 1, 1960 


GENERAL DYNAMICS 


’ 


have swarms of espionage agents 
around Washington, D.C. and Air 
Materiel Command headquarters at 
Dayton, Ohio. Their job: to learn what 
a rival has bid on a specific contract. 
The key to these negotiations, or 
“auctions” in the terminology of some 
contractors, is the delay involved be- 
tween the selection of best qualified 
bidders and the awarding of a con- 
tract. During this period, all the con- 
testants become acquainted with op- 
posing bids and repeatedly under- 
cut each other. These intrigues are 
interspersed with inconclusive nego- 
tiating sessions through which the Air 
Force chips away more of the price. 
When it is all over, the “successful” 
bidder may wind up taking a loss on 
the contract with the hope that he will 
get extensions and an ultimate profit. 
“Even in an urgent procurement,” 
complains an executive who has spent 
years in this free-for-all, “I’ve seen 
this kind of thing go on for seven or 
eight months. The Air Force finally 
gets the low guy-down to the point 
that he’s wearing a tattered shirt.” 


Dollars Down the Drain. On the big- 
ger jobs, involving weapons systems 
and large foundation programs, the 
Air Force handles its procurement less 
informally. It may pose a difficult 
problem to be solved, ask qualified 
contractors to submit proposals. The 
proposals, which are frequently pre- 
sented by “teams” of companies, go 
before a “source selection board” for 
appraisal. These boards, comprised of 
representatives from the Air Research 
and Development Command, the Air 
Materiel Command and the using 
command, then formulate scores for 
the proposals. Price is not a primary 
factor. 

It is a question of some controversy 
just how much weight these scores 
have in determining which company 
or team gets a contract. Beyond the 
source selection board, a good many 
intangibles enter into the picture. Not 
the least of these are the pressures 
brought to bear by Congressmen de- 
termined that a fair-sized proportion 
of Air Force money will land in their 
home states. 


ASSEMBLING INTERCONTINENTAL BALLISTIC MISSILES: 
the art has become electronic 
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Possibly the biggest complaint Air 
Force contractors voice in this type of 
procurement is the cost of preparing 
studies for submission. Such studies, 
which tie up high-priced engineers 
for long periods of time, average out 
between $25,000 and $50,000 each. Not 
infrequently, they run to $200,000 or 
higher. If a prospective contractor 
fails to win business, the money goes 
down the drain. 

From the viewpoint of the contrac- 
tor, there is no doubt whatsoever 
that the Air Force is stretching its 
dollars very far these days. Yet a 
procurement system that progressive- 
ly demands greater and greater finan- 
cial sacrifice of suppliers is not a 
sound one. And whether the Air 
Force has any choice in the matter or 
not, that is the kind of system that 
exists today. 

The Liberal Gients. In contrast to the 
aircraft companies and their assorted 
satellites, the big makers of electronics 
devices, computers and other complex 
wares look upon their relationship 
with the Air Force as a natural, con- 
tinuing fact of business life. They are 
insulated from many of the harsh 
realities of the defense scene because 
of their large commercial, industrial 
and consumer divisions. Moreover, 
their particular area of Air Force 
contract work is expanding, and, al- 
though profit ratios on this work are 
unimpressive, their military volume 
is either stable or growing. 

Among the largest of these com- 
panies are International Business 
Machines, General Electric and Radio 
Corp. of America. For such men as 
IBM’s President Thomas J. Watson 
Jr., GE’s Chairman Ralph J. Cordiner 
and RCA’s President John L. Burns, 
contract work with the Air Force is a 
public service which they realize few 
other corporations have the resources 
to perform. They do, however, have 
a certain reluctance to pour large 
amounts of capital into their defense 
divisions when there exists such great 
demand for seed cash in their other, 
more profitable units. 
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BUNKER 
Martin Co. 
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IBM 


One of the more admirable aspects 
of such managements is their willing- 
ness to spread sub-contracts far and 
wide throughout U.S. industry. Not 
long ago, when RCA’s Burns won his 
$1-billion prime contract to build 
BMEWS (Ballistic Missile Early Warn- 
ing System), he promptly farmed out 
32% of the work to General Electric 
and 12.5% to Sylvania Electric Prod- 
ucts (a division of General Telephone 
& Electronics). Both had been com- 
petitive bidders for the job. 

But Burns did not even stop there. 
Of RCA’s remaining 51.7% in BMews, 
he passed on nearly half in sub-con- 
tracts to small business firms. At 
present there are 2,900 companies 
sharing in the program. Observes 
Arthur L. Malcarney, RCA executive 
vice president for defense electronics: 
“The small business is vital because of 
its ability to specialize and do a qual- 
ity job in a specific area at low cost.” 

From Uniform to Civvies. It has be- 
come one of the more regrettable as- 
pects of Air Force contract work to- 
day that a company may willingly 
work for nothing simply to pluck the 
fruit of research and development, 


SHAPING AIRCRAFT NOSE CONE: 
a battle for volume 
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then attempt to convert it into quan- 
tities of high-profit civilian goods. Air 
Force research and development is, 
of course, booming, and contractors 
have heavy enough loads of narrow- 
margin cost-plus contracts to prove it. 
Yet the application of improved know- 
how to non-military products is a 
tricky proposition. 

Generally, the chances of making 
such a transition depend upon which 
civilian market is chosen. IBM's Tom 
Watson, for example, is hired by the 
Air Force to develop new electronic 
data processing equipment, to find bet- 
ter ways to use current systems. The 
shifting of such knowledge to IBM's 
industrial customers is usually rather 
smooth. For companies heavily in 
consumer markets, however, the gap 
is often too great. In advanced aero- 
space projects, many factors come 
ahead of price. In television sets and 
electric irons, price is basic. 

Military research and development, 
in fact, may well be falling upon evil 
days. One new government regula- 
tion will in effect require defense con- 
tractors to foot a big portion of the 
bill for research and development on 
military programs. Obviously, some 
companies are going to withdraw. 
Warns Bendix Corp.’s President Mal- 
colm P. Ferguson: “We do not want to 
reduce our engineering effort in some 
important fields of advanced tech- 
nology, but economics may force us 
to make a critical review.” 

More for Less? What can the Air 
Force supplier do to relieve these dif- 
ficult conditions? For one thing, he 
can cut his costs still further. Also, 
he can design new weapons systems 
not only for efficiency but for econ- 
omy as well. 

Observes Northrop’s President 
Thomas V. Jones: “Our present com- 
petition is a struggle to see which na- 
tion and which way of life can learn 
to make the maximum use of the 
resources at its disposal. Whether or 
not we direct our technology toward 
that goal, there is no reason to believe 
that the Russians will neglect it.” 
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N&W’S SAUNDERS: 


N&W FREICHT TRAIN: 


: 
PENNSY’S SYMES: 


the dividends of one were keeping the other in the black 


RAILROADS 


OLD PROFITABLE 


What's the most profitable 

big business in the U.S.? Cu- 

riously enough, a railroad 

can make a strong claim to 
the title. 


“A survey of the 200 largest manu- 
facturing companies showed that only 
two netted more than 20 cents on the 
revenue dollar. We beat that handily, 
with the 24.6c we pulled down last 
year.” So last month spoke an affa- 
ble and beaming Stuart T. Saunders, 
boss of the Norfolk & Western Rail- 
way.” 

Such a claim to high profitability 
sounded strange indeed coming from 
a business which is supposedly the 
most depressed in the U.S. economy. 
Yet the boss of the big, coal-hauling 
carrier could make a strong case for 
his claim to be operating the most 
profitable major U.S. enterprise last 
month. Not even du Pont (19.5¢ net 
on the sales dollar) or Amerada 
(23.4c) could best N&W’s 1959 show- 
ing. As things were going last month. 
moreover, the thriving N&W looked 
likely to boost its 1960 carry-through 
to net to 25c on the revenue dollar. 
One major reason: its compact 2,700- 
mile system carries the highest traffic 
density of any major U.S. road. 

Mixed Feelings. Such claims could 
not help but evoke mixed feelings a 
few hundred miles away at the Phila- 
delphia headquarters of the sprawling 
Pennsylvania Railroad Co. If the 
N&W was one of the U.S.’ most prof- 
itable enterprises, the Pennsylvania 
was one of the least profitable. Where- 
as Saunders could point to 1959 profits 


*Norfolk & entgen Ry. trate SSE, Re- 
cent price: rice sen ieeh en Indi: 
10644; low, 9334. Dividend d: ¥4.10. I 
cated 1960 be Totals . Earnin 
(1959): $8.1 ak assets: 
Ticker h- 


inion: 


Forses, JUNE 1, 1960 


of more than $60 million on revenues 
of $247 million, Pennsy Chairman 
James M. Symes had been able to 
hang on to only $7.3 million out of 
total revenues of $888 million. The 
N&W, moreover, had produced that 
return with total assets of just $979 
million; at the Pennsy’s disposal was 
a staggering $2.4 billion in invested 
capital 

But, however invidious the com- 
parison, the Pennsylvania’s Symes 
could hardly be distressed by the 
N&W’s showing; the Pennsy owns 
32.6% of N&W’s common stock, more 
than half its preferred. Not only did 
the dividends from the N&W ($11.3 
million in 1959) save the Pennsyl- 
vania from red ink, but last month 
the valuable N&W holdings were pro- 
viding the answer to a knotty financ- 
ing problem for the Pennsy. Because 
it could pledge its N&W shares as 
collateral, the Pennsy hopes to sell $35 
million worth of new 25-year bonds 
at a reasonable interest rate in spite 
of its myriad troubles. Hence the 
Pennsy’s mixed feelings over the em- 
barrassingly poor comparisons its own 
figures make. 


FRANKLIN NATIONAL’S ROTH: 
hting a rear-guard action 


BANKS 


THE COUNTRY 
SLICKER 


Press release in hand, public 
relations advisers at his el- 
bow, Arthur Roth has fought 
long and hard to keep the big 
city banks out of his rich 
assau County bailiwick. 


As soss of suburban Long Island's 
Franklin National Bank,* Arthu 
Thomas Roth has long reveled in : 
banker’s dream. Nassau County 
Roth’s principal operating area, has 
mushroomed from a population of jus' 
433,000 in 1941 to 1.2 million last yea: 
Manhattan and its immediate suburbs 
were spilling over into the neighbor- 
ing island and attracting in their wake 
both commerce and light industry 

Through a series of mergers and 
acquisitions, Roth aggressively mad« 
himself banking master of this thriv- 
ing area. In 1945 Franklin National's 
total assets were just $21.5 million 
last year they were $670 million. The 
struggling litthe suburban bank had 
grown to be 39th largest in the U.S 
But it was in profitability that Frank- 
lin National really shone. It earned 
last year a return of 21% on its capital 
funds, easily overshadowing not only 
its big neighbors in Manhattan (see 
chart, p. 30), but even the high and 
mighty Bank of America. 

Urban vs. Suburban. Again and again 
Manhattan bankers tried to get a 
foothold in Roth’s area, only to be 
beaten off by a shrewd combination 
of political maneuvering and aggres- 
sive public relations on Roth’s part 
Roth’s first line of defense: a New 
York State law which restricted 
banks to single banking districts./ 
New York City being a district in it- 
self, its banks were forced to operate 
strictly within the city boundaries 
where they had to compete in a rela- 
tively slow-growing field. 

Last month, however, Roth and his 
fellow “country” bankers in West- 
chester County were in apparent 
retreat. In March, the New York State 
legislature finally ended its 26-yea: 
ban on inter-district bank expan- 
sion. That, in effect, gave the big New 
York City banks the right to expand 
into the lucrative suburbs, with Roth’s 
Nassau County obviously a prime 
target. There was no doubt that they 
would soon do so. 

*Franklin National Bank. Traded over-the- 
counter. Recent price: 2745. Price range 
(1960): high, 36; low, 27% Dividend (1959) 
90c_ plus stock, Indicated leg 1960 jgv~ stock 

gs r share ( Zz ‘otal assets 
6 million. 


tException: Marine Midland, a statewide 
holding company formed in 1929 
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TIGHT LITTLE ISLAND 


Sharing the major banking field in 
suburban Nassau County with only 
one important rival, Franklin National 
has no trouble getting a high return 
on its money. Franklin earns consider- 
ably more on its capital funds than 
do the big Manhattan Banks it is try- 
ing to keep out of its preserve and 
even out-does mighty Bank of America 
in profitability. 

Earned per $100 of capital funds, 1959 
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Arthur Roth, however, was still re- 
sisting. In his public pronouncements, 
he has yielded to no one in uphold- 
ing competition and free enterprise. 
He has gone so far on occasion as to 
accuse his mutual savings bank rivals 
of being somehow un-American. “Mu- 
tual ownership,” cried Roth, “is some- 
thing like socialism.” 

When it came to the question of 
banking competition in Nassau Coun- 
ty, however, Roth was every inch the 
realist. Part of Franklin National’s 
profitability was due to the fact that 
it need keep only 11% of its deposits 
in non-earning reserves, whereas the 
city bankers have to keep 18%. “Nas- 
sau County banking,” orated Roth, 
“should be preserved as a model 
banking system in New York State.” 

But Nassau County’s relative lack 
of competition did not hurt Franklin 
National either. Along with the 
somewhat smaller Meadow Brook 
National Bank, Roth’s outfit currently 
controls better than 65% of all Nassau 
County’s commercial banking assets. 
Roth, his devotion to free enterprise 
notwithstanding, has left no stone un- 
turned to keep things that way. (When 
two New York University professors 
reported that Nassau banking offers 
“a classic example of ‘monopolistic 
competition, ” Roth threatened to sue 
the University.) Not only does Frank- 
lin’s commanding position help keep 
down the cost of competition, but it 
enables Roth to concentrate a large 
part of his money in relatively high- 
yielding mortgages and _ personal 
loans, leaving the less profitable loans 
to outsiders. 

On the Attack. The new law, as 
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Roth well realized, could change some 
of this. His reaction was immediate. 
Acting on the theory that the best 
defense is a good offense, he first 
threatened to set up his own branches 
in New York City. That move caused 
no visible concern in Manhattan 
banking circles. Then, last month, 
Roth tried a new tack. At a press con- 
ference, he defiantly announced that 


_ the new banking bill was unconsti- 


tutional. To prove it, he produced con- 
stitutional lawyer Howard Spellman, 
who dutifully reported that he had 
found the bill defective in some 60 
respects, 40 of them actionable. 

Backing his tough talk with action, 
Roth next sent letters to all New York 
City banks, meanwhile taking large 
ads to reprint the text. It was headed 
with the ominous capitals: “NoTICE OF 
INTENTION TO suE” [if other banks 
should seek branching privileges in 
Nassau or elsewhere in the state]. He 
also invited any prospective opponent 
to join him in a court test of the law— 
which, argued Roth, had never even 
been legally passed. 

But if Roth was still fighting last 
month, he seemed to be fighting some- 
thing of a rear-guard action this time. 
An expert at trading public broadsides 
with his potential competitors, Roth 
has generally fared pretty well in 
the hassles that followed. But his 
latest maneuvers were evoking no 
noticeable reaction from the opposi- 
tion. Said a spokesman for one big 
Manhattan bank: “Why should we tip 
our strength to Roth?” The opposition 
seemed to feel that time was on their 
side. Even if Franklin should win in 
the courts, they were convinced that 
the legislature would re-enact the bill 
in different language next year. 

Unsympathetic Albany. Certainly 
Roth knew that he could expect little 
sympathy from within the state 
administration. New York State Bank- 
ing Superintendent G. Russell Clark 
has already gone on record as favoring 


more competition in both Nassau and — 


Westchester counties. Noted Clark 
recently: “Expansion of city banks 
into these counties will make lower 
loan rates available to residents.” 

Roth, however, was hard at work 
last month preparing his defense in 
depth. Aware that even under the new 
law, outside banks will not be per- 
mitted to do business in towns where 
existing banks maintain head offices, 
Roth was quietly preparing to shift his 
headquarters to Mineola, heartland of 
his richest market. 

With that part of his empire at least 
seemingly safe from attack, Roth pre- 
pared to save what he could of the 
rest of his position. Thundered he: 
“We have lost a battle, but we will 
surely win the war.” 


HOTELS 


WHO WANTS 
PROFITS? 


Ordinary profits? They're not 

for Sheraton’s Ernie Hender- 

son. Just give him that good, 
rich cash flow. 


At Boston headquarters of Sheraton 
Corp. of America* last month, Presi- 
dent Ernest Henderson leaned back in 
his chair with a pleased grin and 
ticked off his accomplishments in the 
fiscal year just ended (April 30). 
“Everything is fine,” said he. “Profits 
were lower again, and we made hardly 
a dime in capital gains.” 

True enough, net profits from the 
operation of the 54 hotels in the 
Sheraton chain went down for the 
fourth straight year to roughly 62c a 
share. And for the first time in a 
decade, Henderson had virtually noth- 
ing to report in the way of capital 
gains on his $380 million worth of 
brick, mortar and land. Said he: “If 
only we could get our stockholders to 
go along, we'd prefer to eliminate the 
dividend, too, and show no earnings 
at all.” 

But Ernie Henderson was not being 
facetious. A man who is more im- 
pressed by balance sheets and the 
generation of cash than with mere 
profit-and-loss statements, he had 
good reason to be pleased with Shera- 
ton’s seemingly dismal showing. For 
what Sheraton seemed to be losing in 

*Sheraton Corp. of America. Traded NYSE 
Recent price: 18. Price range (1960): high, 


2074; low, 17. Dividend (fiscal 1959): 60c. In- 


dicated 1960 payout: 60c. Earnings per share 


(preliminary fiscal 1960): 62c. Tota! assets 
$245.5 million. Ticker symbol: SHR 
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nowhere in recent years, but 


Per Share 1951 1952 


66¢ 70¢ 


1953 


Depreciation 79¢ 


Total Cash Flow 





HEARTY FARE 


As befits a hotelkeeper, Ernest Henderson spreads a 
fine table for Sheraton stockholders. But he keeps it dis- 
creetly hidden. Sheraton's net 


1954 
94¢ $1.14 


Operating Net 59 51 60 71 
Capital Gains 24 24 


~20 39 
$1.49 $1.45 $1.59 $2.04 


BONDS 





share has been going 
flow has almost trebled. 
1955 1956 
$1.72 
0.94 
0.47 


$3.13 


1957 
$2.53 
1.01 
0.14 
$3.68 


1958 861959 
$3.01 $3.02 
0.79 0.71 
0.24 0.43 
$4.04 $4.16 


0.87 
1.01 


$3.02 


* Company estimate for fiscal year ended 4/30/60; 








net profits, it was tucking away in un- 
taxed cash. 

Last year, while Sheraton’s total 
operating net fell from $5.4 million to 
about $3.2 million, its depreciation 
flow rose from $14.1 million to some 
$17 million. Result: on balance and 
after taxes, $20.2 million in cash flowed 
into Sheraton’s corporate coffers as 
against $19.5 million the year before. 
Using every trick known to the ac- 
counting trade, Henderson keeps de- 
preciation charges high and thus out 
of the reach of the tax collector. For 
example, Sheraton’s gross income rose 
from $170.8 million to an estimated 
$203 million, but its tax bill actually 
fell from $3.9 million to about $3.3 
million. Among Henderson's devices: 
the 200°, declining balance method of 
depreciation.t 

The Taxman Cometh. Yet last month, 
Henderson’s smile tended to fade a 
bit when he contemplated the year 
ahead. No matter what the method of 
charging depreciation, sooner or later 
the Government gets its share of any 
earnings generated. The faster a firm 
recovers its cash through fast write- 
offs in the early stages, the less there 
is to get back later on. Having used 
more and more heavy write-offs ever 
since the Sheraton chain took its 
present shape in 1945, Henderson now 
finds it tougher to keep his deprecia- 
tion abreast of growing income. 

In the fiscal year just begun, he 
estimates that Sheraton’s accountants 
will be able to come up with about $18 
million in write-offs. This would be 
an increase of just 6% compared with 
a 20% jump in the year just ended. 
“I’m afraid,” says he, “we may have 
to show more earnings this year.” 

Not only that, but Henderson is 
coming face to face with the tax col- 
lector in yet another way. For years 
he made a specialty of buying up un- 
dervalued hotels and then pouring 
money into them. He then sometimes 


tIn the case of a property with a 20-year 
useful life, it enables the com ny to 
ture 40% of its invested capital in t 
five years instead of just 25% under straight- 
line depreciation. Of course, the depreciation 
drops off sharply in later years. 
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sold the improved property for a hefty 
capital gain (taxed at just 25%). 
Either that or he continued to run 
them and let the appreciated value 
pile up. “We probably have about 
$130 million in unrealized capital 
gains,’ says he. In either case, Sher- 
aton was increasing stockholders’ 
equity behind tax shelters. 

Yesteryear’s Bargains. But hotel bar- 
gains today are hard to come by. “I 
wouldn't say the cream is gone from 
that kind of operation,” says he, “but 
we now have to pay more for neg- 
lected hotels than we used to.” Which 
means, of course, that low-tax capital 
gains, whether realized or not, are 
becoming elusive. 

So, Henderson builds more of his 
own hotels than formerly. In the past 
year, he purchased four hotels already 
standing. But he built three from the 
ground up, has four others now under 
construction. Building hotels has the 
virtue, from Henderson’s point of view, 
of providing a higher base for amor- 
tization and depreciation—even if it 
rarely produces a quick capital gain. 
“Right now,” says Henderson, “we 
have more projects we'd like to go 
ahead with than we can finance.” 

Yet, says Henderson, financing is no 
real problem in the long run. He can 
afford to pay whatever is necessary to 
raise cash. Last year he raised nearly 
$25 million through the sale of deben- 
tures carrying the fancy interest rate 
of 744%. “That sounds like a hell of a 
lot to pay for money,” admits Hender- 
son. “But since the interest is deduc- 
tible before taxes, it’s the same to us 
as issuing 354% preferred stock.” 

No Way Out. But however he slices 
his fiscal cake in 1960, Henderson 
fears he will have to cut the tax 
collector in for a bigger piece. Shera- 
ton’s depreciation flow is no longer 
growing as fast as its property ac- 
count, and it has become harder and 
harder to hide income behind de- 
preciation and capital gains shelters. 
“Tm afraid,” he repeated last month, 
“that we're just going to have to show 
more earnings this year.” 


WHAT NEXT? 


Is the bond market rally 

over? A consensus of expert 

opinion last month said 

“ves,” but the majority is 
often wrong. 


ALL bDuURING the first quarter, veteran 
Wall Street moneymen exulted ove: 
the rally in bonds. Even longtime 
worriers over the state of the money 
market were beginning to believe that 
rally could well last out the year 
Their optimism was buoyed in part 
by the guess that skidding stock 
prices were sending some investors 
scurrying for the relative safety of 
bonds. More important was the cer- 
tainty that the U.S. Treasury—the 
biggest influence of all on the bond 
market—would be only half as active 
in selling marketable securities in 
1960 as it was in 1959 (see chart) 
For all of 1960, the U.S. Treasury 
planned to borrow a mere $13 billion 
in marketable securities. Moreover, 
all of that would be refunding: where 
the Treasury had added some $12.8 
billion in new debt last year, this year 
it planned to add none. By using 
some of the $4.2-billion budget sur- 
plus anticipated in fiscal 1961, the 
Treasury actually planned to whittle 
down the debt by a billion or so 
Taking due note of all this, the 





PROFITS? NO THANKS 
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bond market in early 1960 put on its 
biggest rally since late 1957. Yields 
on long-term governments dropped 
from 4.47% to 4.07%. 

In March the bond rally pushed 
prices higher and higher. Then, in 
April, short-term treasury bills went 
through their widest price gyrations 
since the Government started selling 
them in the late 1920s (Forses, Feb. 1, 
Mar. 1). But in May, Treasury Secre- 
tary Robert Anderson hit the market 
with a huge $6.4 billion in refunding 
bills and notes and bond prices 
backed off. 

is It Over? By late last month bond- 
men were beginning to wonder: “What 
next?” Long-term government bonds, 
whose prices had risen from an aver- 
age of 86 in January to 92.25 in March, 
had fallen off to 91. Three-month bills, 
the most sensitive of all, were clearly 
moving away from their highs of last 
March. From January’s average yield 
of 4.6% the three-month bills fell to 
2.73% in March. In mid-May they had 
jumped back up to 3.79%. 

Was the bond rally indeed over? 
Had the Treasury’s lessened money 
needs already been fully discounted 
by higher prices? And if so, why? 
A surprising number of bondmen 
thought the market might be in for 
trouble. One Manhattan banker who 
thought the rally has already seen its 
high argued thusly: “Speculators were 
betting on the possibility of a reces- 
sion which would so reduce the de- 
mand for money that some of it would 
have to flow into bonds. Now a re- 
cession seems unlikely for 1960. H2nce 
the bond market is a lot less cocky 
than it was a month ago.” 

From Chill to Freeze. Adding further 
to the discomfort of the remaining 
bond market bulls last month was the 
possibility that the U.S. might have to 
step up military spending. This, of 
course, could upset Uncle Sam’s nar- 
rowly balanced budget, put the Treas- 
ury back in competition for new 
money. “The new chill in the cold 
war,” said a big dealer, “is putting the 
freeze on bonds.” 

Such a step-up, some bondmen felt, 
might well send the money market 
into a fresh tailspin. But even with- 
out it, some thought that the bond 
rally had already lost its steam. One 
such was Robert Van Cleave, econo- 
mist for bond-dealing C.F. Childs & 
Co. “The bill rate,” said he, “should 
tend toward the high side of the 1960 
range.” This, of course, would mean 
higher interest rates—and lower bond 
prices. 

The Minority View. The pessimistic 
view, while widespread among bonds- 
men, was by no means unanimous. 
Carl M. Loeb, Rhoades & Co.’s Ber- 
thold Bilski, for one, felt that easier 
money still remained probable. “My 
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RUBBER PLANTATION: 
would Khrushchev pull the plug? 


feeling is,” said he, “that even after 
the Summit collapse, a modest re- 
duction in the discount rate cannot be 
ruled out, although the timing will 
most likely be changed. Even a mod- 
est reduction in the discount rate 
should bring a renewed rally in the 
bond market.” Bilski felt that the 
money supply figures and expectations 
of a record increase in the labor 
supply starting in June, would per- 
suade the Federal Reserve to make 
money cheaper. 

This was largely a minority view. 
But it could, of course, turn out to be 
right. In market forecasting, the ma- 
jority view is far from infallible, and 
few things change faster than senti- 
ment in the money market. “Fore- 
casting the bond market,” sighed one 
bank economist, “is getting to be 
almost as hazardous as predicting the 
stock market.” Added he wistfully: 
“Tt didn’t use to be that way.” 
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COMMODITIES 


ROCKETING 
RUBBER 


Statistically speaking, the 

rubber market should be 

weak, In fact, it is showing 
remarkable bounce. 





To ANYONE unacquainted with the 
erratic swings in commodity prices, 
the natural rubber market last month 
must have seemed crazy. Natural 
rubber for early delivery hit a new 
1960 high of 45.90 cents a pound—a 
solid 20 cents above the levels of May, 
1958, when the current long climb 
started. To be sure, the market was 
still below its 49-cent peak of last 
November. But look at the bad news 
it had swallowed with a smile: 

Excess Suppty. Natural output will 
be up an estimated 70,000 tons this 
year, according to the International 
Rubber Study Group meeting in Lon- 
don. This increase, coupled with an- 
ticipated releases of 170,000 tons from 
U.S. and British stockpiles, should 
make for a 200,000-ton surplus over 
expected 1960 consumption of 2.1 
million tons of natural rubber. 

Fatitinc Demanp. U.S. use of nat- 
ural rubber in the first quarter of 
1960 showed a 10,000-ton drop from 
last year, to 139,365 tons—while syn- 
thetic rubber beat 1959’s figures by 
12,000 tons. 

Competition. Led by the develop- 
ment of synthetic “natural” rubbers 
and other new types, the synthetics 
are steadily broadening the area in 
which they can compete with natural 
on even or better-than-even terms. 
GRS, the principal type of synthetic, 
has already run away with the passen- 
ger-car tire business. Its price: still 
23 cents a pound. 

The Big Red Hand. Why then was 
the natural rubber market ignoring 
these ill omens? Best guess: the pros- 
pect of a rising tide of Communist 
buying. Some London rubber dealers 
think Red buying may turn the 
expected surplus into a shortage of as 
much as 40,000 tons for the year. Said 
a leading commodity expert: “Any 
statistician can sit down and produce 
a set of figures, but the statistics won’t 
tell you what the Russians and Red 
China are going to do.” 

Most industry analysts were of the 
opinion that Khrushchev, Mao and Co. 
really needed the rubber and there- 
fore were likely to keep on buying. 
But they could also, if the political 
spirit moved them, stop their pur- 
chases cold. In the natural rubber 
market, that would make a noise as 
of a plug being pulled. 
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SOAPS & DETERGENTS 


LESS LATHER? 


When they think of P&C, 
most people think of soap. 
But that may be changing. 





In the modern-day business world 
there can be few organizations with 
a tighter security wall round their 
corporate activities than Cincinnati, 
Ohio’s, giant Procter & Gamble lead- 
er of the soaps and detergents indus- 
try. Most companies these days like to 
wax enthusiastic over their future 
plans. Not so P&G. It disdains to talk 
about its future, products or volume. 

Chink in the Curtain. But business- 
men, like politicians, sometimes do 
their thinking aloud. So when Presi- 
dent Howard J. Morgens sounded off 
about the industry in general last 
month, Wall Street was listening for 
clues. It got more than it expected. 
Said Morgens: “Use of synthetic de- 
tergents for non-personal use has 
grown to such a large extent that any 
future growth—measured as a per- 
centage of total soap sales—is not 
likely to occur.” Could all that verbi- 
age mean that P&G was no longer 
satisfied with being top soap maker’ 

Up to last month the answer would 
have been no. Detergent sales (Tide, 
Cheer, Dash, Joy, Mr. Clean) have 
been the biggest factor in P&G’s 
growth from $633-million sales in 
1950 to an estimated $1,675 million for 
fiscal 1960. And with P&G happily 
chalking up a 22% increase in profits 
for the first nine months there seemed 
no evidence of a slow-down. 

But in relation to what his two 
principal competitors were saying, 
Morgens’ hedged and guarded com- 
ment had a meaningful ring. William 
Burkhart, chairman of Lever Broth- 
ers, recently told Forses: “We expect 
to find our greatest growth outside 
of the soaps, detergents and toilet 


CANNING SHORTENING: 
the line was beginning to spread 
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P&G’S MORGENS: 
was soap the way to clean up? 


products fields.” Earlier this year, 
Colgate-Palmolive made a great deal 
of noise about its entry into drugs. 

Small But Unmistakable. In the light 
of all this, Wall Street last month was 
reading new significance into some of 
P&G’s recent moves. P&G, it recalled, 
had added Jif peanut butter spread to 
its 49-year-old line of shortenings in 
1956. In the same year Duncan Hines, 
makers of prepared mixes for cakes, 
muffins and pancakes, came into the 
fold; in 1957, Charmin, a Midwest 
maker of paper napkins and toilet 
papers. Last year P&G introduced 
a deodorant (appropriately named 
Secret). All small in relation to 
P&G total volume, it is true, but the 
trend seemed unmistakable. 

Nor was it any secret last month 
that other new products were being 
developed in P&G’s brand new re- 
search center at Winton Hill. As 
usual, P&G wouldn't say what types of 
products, but Wall Street was betting 
last month that most of them wouldn’t 
have much to do with soaps. 


OIL 


ONE MAN’S CURE 


Production cutbacks, argues 

Jersey Standard, could cure 

oil’s price weakness. “Sure,” 

argue some competitors, “but 

Jersey can afford cutbacks, 
we can’t.” 


Monroe J. (Jack) RATHBONE, presi- 
dent of the Standard Oil Co. (New 
Jersey), had some harsh words for 
many of his oil industry competitors 
last month. Too many of them, said he, 
were disregarding the economic facts 
of life in their zeal to keep volume 
high. Why, asked he, should the re- 
finers continue to produce to a point 
where prices: remained under con- 
stant pressure? Sighed Rathbone: 


“Little wonder that investors have 
ceased to regard the oils as one of the 
prime investment opportunities for 
growth in value.” His recommenda- 
tion: cut back refinery runs. To ig- 
nore supply and demand,” he warned, 
“is to invite plenty of trouble, and 
that’s just what we seem to be doing.” 

Was Rathbone himself practicing 
what he was so vigorously preaching? 
Had Jerscy Standard itself cut back 
on refinery runs? “Definitely,” com- 
mented a spokesman for the company 
Though Jersey would release no pre- 
cise figures on its domestic refinery 
runs, the spokesman noted that its 
U.S. refineries had processed 6% less 
crude over the first four months of the 
year than they had during the same 
period of 1959. What’s more, Jersey 
cut its runs even more sharply in May 
to allow for the normal seasonal down- 
turn in heating oils. 

Follow the Leader? There 
few signs that Jersey's competitors 
were following suit. Last month both 
Socony Mobil and Sinclair Oil also 
urged cuts in refinery runs and in- 
ventories. But the industry as a 
whole processed more crude in the 
first four months of 1960 (973 million 
barrels) than it did over the same 
period last year, and thereby 
new production record. 

The competition, of course, might 
argue that Jersey could afford to be 
an industrial statesman in the U.S 
During the first quarter, Jersey's U.S. 
and foreign refineries raised thei 
combined output slightly above last 
year’s to 2.9 million barrels a day 
Thus if Jersey’s domestic runs were 
down 6%, its foreign refineries must 
have been working overtime. 

True, little of that oil would ente 
the U.S. because of government im- 
port quotas. But so long as there 
remained a large part of the industry 
that lacked Jersey’s global and product 
diversification, it seemed overwhelm- 
ingly certain that Rathbone’s call fo 
restraint would go largely unheeded 
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REFINERY PIPELINES: 
time to slow the flow of oil 
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MACHINERY 


GOING IT ALONE 


Since their proposed merger 
broke up, middling-sized 
Gardner-Denver has far out- 


paced its former partner-to- 
be, Dresser Industries. 





Looxrnc back last month on its cor- 
porate marriage that might have been, 
Quincy, Ill.’s Gardner-Denver Co.* 
must have wondered what it ever saw 
in the fellow in the first place. In 
1957,  middling-sized machinery- 
maker Gardner-Denver (1959 sales: 
$75 million) and Dresser Industries, 
giant of the oil machinery field, had 
posted their banns. Their merger 
would have produced a giant in the 
machinery business. 

It never quite came off, however. 
Why, nobody really would ever say. 
But at the last moment, edch company 
decided to go its separate way. 

Gardner-Denver went on to pros- 
perity. Despite a rather sharp dip 
in 1958 (from $4.41 a share to $2.75), its 
net recovered last year to $3.67. Re- 
porting on its first quarter last month, 
President Gifford V. Leece, announced 
that profits were up again, to 82c a 
share, and sales, at $17.5 million, were 
the best GDC had ever shown for a 
first quarter. 

The Difference. Not so lucky was 
Dresser Industries. Atroughly the same 
time Gardner-Denver was announc- 
ing its higher earnings, LDresser’s 
Chairman Henry N. Mallon announced 


*Gardner-Denver Co. Traded NYSE. Re- 
cent price: 3944. Price ran P. (1960): high, 
a low, bn og Dividend (1 Indicated 

960 payout: $2. Earnings er. share (1959) : 
$3.07, ae assets: $67.6 million. Ticker sym- 


+Dresser Industries. Traded NYSE. Recent 
rice: 2045. Price range (1960): high, 3034; 
ow, 1934. “Dividend (fiscal 1959): $1. Indi- 
cated 1 payout: $1.60. Earnings r share 
(fiscal 1959): $1.95. Total assets 5 mil- 
lion. Ticker symbol: DI. 


DRESSER’S MALLON: 


BLASTING HOLES IN MINE TUNNEL: 


GARDNER’S LEECE: 


he was glad he was left at the church 


that Dresser was cutting its dividend 
again, this time from 40c a quarter to 
30c, the second cut in less than a year. 
Dresser’s profits, too, had been going 
steadily down hill, shrank to $1.95 
last year from $4.60 in 1957. In 1957 
Dresser had netted two-and-a-half 
times as much as Gardner-Denver; 
last year each earned roughly the 
same amount. 

Why had Dresser so lost its fiscal 
beauty while Gardner-Denver had 
retained its own? Partly because 
Dresser gets 80% of its business from 
the ailing oil industry, Gardner- 
Denver but 23%. 

But it was Leece’s good fortune 
that even in oil equipment he was not 
selling the same things that Mal- 
lon was. As Leece puts it: “Some 
years ago we diverted away from 
drilling into other fields because we 
wanted to put a few more eggs in the 
basket.” Those eggs made all the dif- 
ference. Dresser was tied firmly to 
the drilling phase of oil and that was 
hard hit. But Gardner-Denver, in 
contrast, was doing a good business 
in selling compressors for secondary 
recovery as well as for gas operations 
and similar types of equipment which 
were in fairly steady demand. 


DRILLING CREW EXAMINE TURBODRILL: 


the core of profit was shrinking 
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The Rising Air Drill. Even better, one 
of the drilling products which Gard- 
ner-Denver does handle was in some- 
thing of a boom. That was the 
compressor it sells for air drills, a 
direct competitor to the rotary drills 
and mud sold by Dresser. “By 
using air drilling,” claims Gifford 
Leece, “the operators get about twice 
the life of the bit.” 

That, of course, was not all that 
contributed to Gardner-Denver’s suc- 
cess story. “We had,” notes Leece, “a 
tremendously good year for ow air 
tool and plant compressor sales to in- 
dustry last year, and this year it’s 
even better.” 

Electronics Star? As if all that were 
not enough, Gardner-Denver also was 
getting an indirect hand from the 
electronics industry. Its recently- 
developed wire-wrapping machine 
now is being bought by manufacturers 
of any devices where wires are put 
on terminals, such as business ma- 
chines, TV sets and radios. The new 
machine is far faster and cheaper than 
soldering. “We're moving into the 
area in a limited way,” says Leece 
cautiously, “into gizmos and gadgets 
of that nature.” 

But as Gifford Leece well knows, 
Gardner-Denver must count on sales 
to oil, construction and heavy indus- 
try, as volatile a bunch of businesses 
as you could find, for his prosperity. 
Being a realist he is neither pessi- 
mistic nor overly optimistic about the 
prospects. “I think,” says he care- 
fully, “that I would lower my sights 
from an 8%-10% sales increase for 
the year. I'd be happier to talk about 
4% to 5%.” But even at that rate, 
Gardner-Denver would still continue 
being a long way ahead of its former 
marriage partner. Dresser’s Mallon 
was already on record as saying that 
the outlook for oil drilling was not 
at all bright over the next year or so, 
and the company was working at top 
speed to find and develop new 
products. 
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The completely new Model 5500 is 
the most compact, versatile desk model 
postage meter mailing machine ever made. 
It is the result of years of research and 
development. 

Hand operated, the 5500 stamps, seals 
and stacks envelopes quickly, efficiently. 
It prints postage for any kind of mail, 
in denominations from %¢ to $1.09 4; and 
with the meter stamp will print your own 
small ad, too...if you want one. Provides 
postage for parcel post on special tape. 
Always has the right stamp. The 5500 
makes mailing easy, fast, accurate, worth 
its cost in convenience alone. 


The meter is light, easily removable. 
Set by the postoffice for as much postage 
as you want to buy, it protects postage 
from loss, damage, misuse. 

Date changes are made by turning a 
dial. The inker is an improved new type. 
Quick fill water container for moistening 
envelope flaps, has visible water level. Eye- 
level window shows amount of postage to 
be printed. Double registers show postage 
on hand, postage used. And the 5500 is as 
good looking as it is useful. 

Ask the nearest Pitney-Bowes office for 
a demonstration, no obligation. Or send 
coupon for free illustrated booklet. 


FREE: Handy desk or wall 


With the 5500, a quick 
turn of the handle prints 
postage, seals and stacks 
the envelope, makes mailing 
fast, easy. 


chart of new postal rates with me 
parcel post map and zone finder. K yOuR AD wert] 
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PITNEY-BOWES 


> Postage Meter 


Made by the leading manufacturer of mailing machines... ” 
offices in 139 cities. In Canada: Pitney-Bowes of ——— _ 


Prtney-Bowes, Inc. 
1783 Pacific St., Stamford, Conn. 


Send free 1] booklet 1) Postal Rate Chart to: 





Canada, Ltd., Dept. 383, 909 Yonge Street, Toronto. Address 








CHEMICALS 


TROUBLE AHEAD? 


There were some disturbing 
squiggles on the chemical in- 
dustry’s charts last month. . 


Wuart lies ahead for the bellwether 
chemical industry? Trouble, accord- 
ing to at least one group of chart 
readers. The last time the industry’s 
important inventory-to-sales ratio 
rose as high (see chart) as last month 
was in 1957 and 1958. U.S. chemical 
plants were forced soon after to cut 
their operating rates sharply. 

Chemical operations last month 
were holding level at around the same 
rate of capacity (in the high 80s) that 
has prevailed since last fall. But 
shipments were lagging behind out- 
put, and inventories were piling up 
in chemists’ warehouses. By late win- 
ter they amounted to more than two 
months’ sales. 

A Cost-Price Squeeze. “What we have 
today,” said Wall Street chemical ana- 
lyst John Bohmfalk, “is a plateau in 
operating rates that looks mighty like 
the 1956-57 period.” And that, said 
Bohmfalk, a former chemist who heads 
the research department of McDonnell 
& Co., is not good. Reason: the pro- 
duction rate is not being supported by 
sales. Added Bohmfalk: “The old 
cost-price squeeze is in the process of 
developing and might well effect 1961 
earnings adversely.” As if that were 
not bad enough, said he, there is the 
problem of new plants. “As more 
and more new plants come on stream 
this year, you’re going to have in- 
creasing excess capacity, which means 
more idle plant. That, together with 
steadily rising costs and no increase 
in demand, puts a general squeeze on 
margins.” 

Was the Bohmfalk thesis correct? 
Or was he excessively worried over a 
few squiggles on an industry chart? 


Chemical men, a notably cautious lot 
when it comes to making predictions, 
were not doing much talking last 
month. By May, the inventory-sales 
ratio had shown slight seasonal im- 
provement. But it was certain that 
unless business picked up consider- 
ably, enough to reverse the trend of 
inventories, the chemical industry 
would have to reduce its rate of oper- 
ations. That could not help profits. 


RAILROADS 


PLAIN TALK 


Surveying his railroad’s pros- 

pects, Lackawanna’s Presi- 

dent Shoemaker painted a 
bleak picture. 


“Wat about the dividend?” stock- 
holders invariably ask corporate presi- 
dents at annual meetings. Last month 
at his, President Perry M. Shoemaker, 
of ailing Delaware, Lackawanna & 
Western Railroad, had his answer 
ready. “None,” he said, “before 1962” 
--even if the proposed Erie Railroad 
merger goes through this year. The 
Lackawanna has not made a payout 
since September 1957. 

Disappointing Results. To plain talk, 
Shoemaker added direct reasons. “Our 
operating results for the first four 
months of this year,” said he, “have 
been both disturbing and disappoint- 
ing.” The carrier’s loss: $2.6 million, 
up from $2.1 million in the same 
months last year. What’s more, traffic 
did not seem to be getting any better. 
April carloadings ran almost 10% be- 
hind a year ago, and Shoemaker said 
frankly that he does not expect busi- 
ness to improve enough in May or 
June to show a profit. 

That left Shoemaker little room for 
optimism, and he showed none. This 
year, he predicted, the Lackawanna 
will run a deficit for the third year in 





CHEMICALS AT 


CROSSROADS? 


When its inventories have risen faster than sales, the tendency has been for the 
chemical industry to slow down. Question: With the inventory-sales ratio at the 
highest level in two years, can a cut in chemical operations be far behind? 
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LACKAWANNA’S SHOEMAKER: 
little room for optimism 


a row. Whether it will be a bigger 
one than last year’s $4.3-million loss, 
he said, he did not know. But almost 
certainly the year’s revenues will fall 
below last year’s $71.8 million. 

The one bright prospect, as Shoe- 
maker saw it, was the possibility of a 
merger with the Erie, although Erie 
itself has been doing hardly better 
than the Lackawanna in the last three 
years. Meanwhile, far from having 
money to pay a dividend, Shoemaker 
reported that he was cutting back ex- 
penses all along the line: shutting 
down car repair operations, curtailing 
diesel rebuilding, and pinching pen- 
nies on roadway maintenance. 


EXECUTIVE COMPENSATION 


METEORIC RISE 


Seldom have the symbols of 
corporate advancement come 
so fast as they have to Fair- 
banks Whitney’s David Karr. 





How muc# is a management worth? 
That always lively topic cropped up 
again last month at the annual meet- 
ing of shakily-in-the-black Fairbanks 
Whitney Corp. At issue: the new 
$90,000-a-year salary of President 
David Karr, under a ten-year con- 
tract. Also a matter of hot dissen- 
sion during the 3%-hour session in 
the Gold Room of Manhattan’s Savoy- 
Hilton Hotel: the $158,500 paid in 
fees last year to law firms in which 
company director Milton Weisman 
and company secretary Arthur Shein- 
berg are partners. Proclaimed one 
stockholder: “It seems to me that 
these boys are getting a lot of money.” 

For FW President Karr, affluence 
is a recent thing. Less than two years 
ago he earned $8,000-a-year as a 
company publicist. 
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THE LABORATORY 





Forthcoming space exploration wil! require exotic fuels and new concepts in 
energy conversion to keep men alive and equipment operating for long periods of time beyond the 
earth’s atmosphere. Advanced hydrogen systems recently developed by The Garrett Corporation 
have solved this problem of providing the electrical, hydraulic and pneumatic power, plus cooling 
and heating required aboard a satellite or space capsule during launching, outer space 


flight and re-entry... another contribution by Garrett to man’s conquest of space. 


¢ Outstanding opportunities for qualified engineers 
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ROCKWELL-STANDARD...Growth through leadership 
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Sleeve fashions that put danger out of style 


Many are the hazards of farming that city folks know 
little about. Take an exposed propeller shaft on a trac- 
tor, one misstep can take a leg—an arm—a life. 

To remove this danger — Rockwell-Standard and 
farm equipment manufacturers designed an ingenious 
“sleeve” that covers the entire shaft. Danger to farm- 
ers — eliminated. 

Rockwell-Standard is today, and has been for many 
years, a prime supplier of major components for the 
products of the great farm equipment industry. 

Rockwell-Standard’s network of 22 plants supplies 
the greatest names in the automotive and allied in- 
dustries with complete driving assemblies for com- 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 


SIONS + GARY® GRATING + BLOOD BROTHER 
ALTI-CRUISER® AIRCRAFT + AIR-MAZE®@ FILTERS -+ 





ROCKWELL 
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mercial trucks, military vehicles, farm, materials 
handling and construction equipment. Its major prod- 
ucts include axles, springs, brakes, transmissions and 
transfer cases. 

Guiding philosophy of this dynamic business is two- 
fold: (1) the manufacture of the type of products that 
are essential to the growth and progress of our national 
economy, and (2) diversification, both within and 
outside the automotive industry through a continuing 
program of aggressive research, engineering leader- 
ship and sound expansion into fields that offer 
assured profit opportunities. Fifty years of progress 
attests to the soundness of this business philosophy. 
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KERRIGAN® LIGHTING STANDARDS. Plus these other Rockwell-Standard® products: 


The 22 plants of Rockwell-Standard Corporation Ts these famous products + TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 
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AIRLINES 


MERGER TALK 


Will the hard facts of the 
airlines’ fiscal plight force 
the CAB to look more kindly 


on mergers? 


Back 1n 1955, when the Civil Aero- 
nautics Board began casting out new 
route awards like confetti on New 
Year’s Eve, many an airline manage- 
ment foresaw trouble ahead. Such 
men as United Air Lines’ President 
William A. (“Pat”) Patterson and 
Eastern Air Lines’ Chairman Eddie 
Rickenbacker were quick to warn that 
the artificial creation of new competi- 
tion would produce a situation where 
too many airlines were fighting over 
too few customers. The outcome, sug- 
gested they, could only be a return to 
government subsidy or a wave of air- 
line mergers. Last month they were 
getting a bitter kind of vindication. 
With airline earnings at the lowest 
level in years and one carrier, Capital, 
on the verge of bankruptcy, merger 
talk was again in the air. At his an- 
nual meeting in St. Paul, Minn., 
Northwest Airlines’ President Donald 
W. Nyrop frankly admitted that his 
line was looking into merger possibili- 
ties. In New York word got out that 
Trans World Airlines and Northeast 
Airlines, smallish New England- 
Florida hauler, were actively negoti- 
ating a merger of their own. And 
rumor had it that United and Delta 
Air Lines, which have long seen eye to 


-—HIGHER FARES, HIGHER PROFITS— 


The Civil Aeronautics Board recent- 
ly announced that it will allow the 
trunk airlines a net income equal to 
10.5%, on its investment as against 
the current estimated 5.1%. The 
CAB is expected to approve higher 
fares to allow such a rate of re- 
turn. The table below estimates 
what the higher rates would have 
meant to the domestic airlines on 
the basis of 1959 earnings. 


-—1959 net per share—, 
Actual* Hypotheticalt 
$1.60 $3.27 
2.24 5.64 
1.17 1.55 
2.59 5.43 
0.69 1.70 
d2.73 2.63 
0.27 2.13 
2.00 5.88 
d0.60 3.16 
d4.10 0.63 
2.73 4.05 
4.62 3.67 


tDomestic earnings 
in effect. 


Airline 


American 
Eastern 
TWA 
United 
Braniff 
Capital 
Continental 
Delta 
National 
Northeast 
Northwest 
Western 


*Excluding capital gains. 
only, if new rates had been 
Source: John H. Lewis & Co. 
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eye, were headed for a union. 

Changing Attitude? The big question, 
of course, was just what position the 
CAB would take in regard to the 
mergers. In the past, the board has 
permitted occasional mergers, but it 
generally has taken the view that the 
industry needed more competition, not 
less. Would the steadily worsening 
fiscal plight of the airlines persuade 
the CAB to change its mind? The in- 
dustry began to hope so last month. 
“From looking at the past,” said 
United’s Pat Patterson, “it is rather 
difficult determining just what the 
CAB policy really is. My own per- 
sonal opinion, however, is that the 
experience of Capital Airlines [Forses, 
April 15] is having a sobering effect 
on the board and its staff.” 


AIRLINES 


Rx C.A.B. 


For the storm-tossed airlines, 
help seemed finally on the 
way last month. 


Wate the Civil Aeronautics Board 
seemed ready to loosen up on air 
mergers, it was also flying to the aid 
of the embattled airlines on another 
front last month. Amid the flood of 
first-quarter deficits and dire predic- 
tions from airline executives, the CAB 
announced that it would allow the 
lines. to raise their fares enough to 
show a return of 10.5% on their in- 
vestment. Their current return, as es- 
timated by American Airlines’ Presi- 
dent C.R. Smith: 5.1%. 

The CAB did not reveal the actual 
mechanics of its new program. As 
Wall Street airline analysts saw it, 
however, the Government agency 
probably would approve a uniform 
rate boost for the entire industry. The 
consensus: that the increase would 
run anywhere from 3% to 6% on 
fares, plus an extra $1 on each ticket. 

Such an increase would be of the 
most benefit to the short-haul carriers, 
who actually have been running into 
the heaviest storms. An increase of 
4% and $1 would produce a boost of 
8% on a $25 fare, but only a moderate 
5% on a long-haul fare of $100. 

For predominantly short-haul Capi- 
tal, for example, an increase of 4% 
plus $1 per ticket in 1959 would have 
yielded another $7 million in operat- 
ing income. “Enough,” says Capital 
President David H. Baker, “to have 
paid the operating deficit of $2.5 


million and also to have provided ' 


some $4.5 million to pay off equipment 
mortgages.” 
For the longer-haul carriers, of 


BOARDING AIRLINER: 
competition can be too keen 


course, the benefits would have been 
less dramatic (see table). But, then, 
these airlines needed help less than 
the short-haul airlines. 

In the last analysis, rising costs 
would unquestionably whittle away 
much of the gains by the time any 
increases could finally be put into 
effect. But at least the airlines could 
take comfort from the knowledge that 
help was finally on the way. Only 
time would tell whether it would be 
adequate. 


NON-FERROUS METALS 


ZING IN ZINC 


At long last, the depressed 
zinc market is picking up— 
and staying up. 





Historicatty, the zinc industry has 
taken a back seat among the non- 
ferrous metals. For years it has been 
known as the metal that comes from 
the same ore as lead. It has not been, 
by a long shot, as powerful a factor in 
the economy as copper, and its uses 
have none of the glamour of alumi- 
num. Nevertheless, among the non- 
ferrous industry executives last month 
it was hard to find any more buoyant 
than the men who make zinc 

The reason: the upturn in zinc’s 
fortunes that began last August was 
holding firm. Despite a setback in 
April, zinc men were looking happily 
forward to their best year since 1955. 
The price of slab zinc was holding 
firm at 13 cents a pound (the highest 
in four years) and the prospects were 
bright that it would remain there, or 
at worst slip no more than a half 
cent. Demand, sparked by the in- 
creased use of zinc on many 1960 
autos, seemed certain to give the in- 
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ZINC MINE WORKERS: 
a downtrodden metal got 


dustry its first million-ton year in 
domestic consumption since 1955. 

Among the biggest beneficiaries, of 
course, would be such giant non- 
ferrous metals producers as Amer- 
ican Metal Climax, American Smelting 
& Refining, and Cerro de Pasco. But 
for most of these outfits zinc produces 
a relatively small part of their total 
product mix. To a group of smaller 
companies, however, the improved 
status of zinc promised to make a very 
considerable difference. For example, 
Howard I. Young, president of Amer- 
ican Zinc, Lead & Smelting Co., pre- 
dicts earnings of about $2.20 a share in 
1960, up 48% from 1959. St. Joseph 
Lead’s officials not only foresee a bet- 
ter year, but they have predicted that 
the price of zinc may even rise fur- 
ther this year. Such a further rise 
would not make everyone happy. Ed- 
ward Schwegler, vice president-con- 
troller of New Jersey Zinc Co., for 
example, claims: “I'll be fairly well 
satisfied if the price stays where it is. 
That would make the outlook for 1961 
more stable.” But on the whole, 
Schwegler shares in the general opti- 
mism. 

A Far Cry From the Blues. All of this 
new optimism was a far cry from the 
blue note the industry was sounding 
a bare two years ago. Then, zinc was 
plagued by overproduction problems 
and prices were in the doldrums, hov- 
ering at a little more than 10 cents a 
pound. What happened to bring 
about the change? 

To be sure, the general state of the 
economy has turned up considerably 
since 1958. But even that wasn’t 
enough to explain zinc’s new pros- 
perity. In the past zinc has often 
had its troubles when times were 
good. Supplies were more than plen- 
tiful and zinc was being crowded by 
such products as aluminum diecasting 
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a strong assist from the auto industry 


in traditional markets such as autos. 

But when automakers started crow- 
ing about “unitized” body construc- 
tion in their 1960 lines last fall, 
they almost forgot to mention that 
these would require more zinc. Since 
the new bodies were all of a piece, 
they needed greater protection against 
rust. Ford consequently upped its 
use of zinc per auto to 80 pounds 
(from 65). General Motors an- 
nounced it was using 84 pounds on its 
cars. These new requirements repre- 
sented average gains of 23% in the 
use of zinc. 

Crossing Their Fingers. Thus, zinc 
production rose steadily all during 
1959’s fourth quarter and through the 
first quarter of 1960. Then in April, 
the rebound hit a snag. For the first 
time in 1960, production dropped off, 
falling from 86,000 tons to 83,221 tons. 
Shipments declined and users’ inven- 
tories began to rise. 

The April showing was a little un- 
settling to zinc men. “It caused me 
to downgrade my outlook somewhat,” 
said one. But most remained opti- 
mistic. Their principal hope was that 
the auto industry would use even 
more zinc in their 1961 cars. 

Also, world demand for galva- 
nized metal was expanding, particu- 
larly in the building trades, and this 
was keeping the price firm in London. 
The strike at the Bunker Hill Co., 
with the possibility of sympathy walk- 
outs, was regarded as something of a 
hedge against overproduction. 

True, it was hard for most metal- 
men to think of zinc as a prosperous 
metal after all those years of glut. 
But there it was. Said one metal- 
man last month: “The aluminum peo- 
ple may get mad when they hear this, 
but I think zinc is in a better position 
for the rest of the year than any of 
the other non-ferrous metals.” 


GLASS 


HOT & COLD 


Behind Corning Glass W orks’ 
slightly cooled’ earnings 
growth is a hot new product. 


It 1s a simple economic fact that when 
it comes to making exotic things out 
of glass, nobody can beat Corning 
Glass Works.” As the nation’s leading 
special-property glass maker, Presi- 
dent William C. Decker is in a com- 
manding position in such fields as tiny 
capacitors, big TV picture tubes or 
massive atomic radiation shielding. He 
makes handsome profits from them, 
too. With electronic components and 
other exotica leading the way, sales 
jumped 29% to a record $205 million 
last year and earnings leaped 42°; 
to $24 million ($3.57 a share). 

Through the Cooking Glass. But when 
it comes to something as prosaic as a 
kitchen dish, Bill Decker has a far 
less cheery economic fact to live with. 
His consumer products must be sold 
to housewives by the millions instead 
of to manufacturers by the hundreds. 
He must resort to costly TV time and 
four-color ads to do the job. 

Last month, Decker was busy pro- 
moting Corning Ware, Corning’s first 
completely new consumer product in 
more than 25 years. The high cost of 
drumbeating was clearly evident in 
his latest income statement. For the 
first quarter of 1960, Decker’s total 
sales jumped 19% over last year (to 
$51.2 million), with much of the gain 
coming from booming sales for the 
new product. But earnings edged up 
just 2.4% (to 87c a share), and Corn- 
ing Ware was biamed for that lag, too. 


* *Corning Glass Works. Traded NYSE. Re- 
cent price: 14645. Price range (1960): high. 
148; low, 124. Dividend (1959): $1.625. Indi- 
cated 1960 yout: $2. Earnings r share 
(1959): $3.57. Total assets: $168.1 million 
Ticker symbol: GLW. 


CORNING’S DECKER: 
sales costs clouded his picture 
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“We were,” conceded Decker, “ad- 
versely affected by Corning Ware’s 
unusually large advertising and sales 
promotion budget.” 

Quick Start. “Pyroceram,” as the 
Corning Ware formula is called, is far 
more heat-resistant than Pyrex (in- 
troduced by Corning in 1916) or even 
Flameware (1934). It is based on a 
new and highly heat-resistant glass- 
and-ceramic formula originally de- 
veloped for guided missile nose cones. 
Decker stoutly maintains that, like 
Pyrex, it probably will wind up 
in every American kitchen. Decker 
will guarantee that a housewife can 
boil eggs in a Corning Ware pot, then 
plunge it into ice water with impunity. 
Flameware, too, could be put over an 
open flame, but Decker never guaran- 
teed its survival in ice water. 

If Pyroceram was hurting in the 
profits department, it was helping in 
the sales department. A 1%-quart 
sauce pan in Flameware retails at 
$3.50. In Corning Ware, it’s $4.50. The 
latter was considered to be a big fac- 
tor in pushing Corning’s consumer 
product sales from an estimated $22 
million in 1958 to some $34 million 
last year. 

Decker started production on a 
limited basis in 1958 using a small 
part of his main Corning, N.Y. plant. 
Last September, he broke ground for 
a completely new plant in West Vir- 
ginia, got into production with it last 
month. But so quickly has Corning 
Ware caught on, Decker says, that he 
might well need more space. 

Decker’s aides are already at work 
to bring out an electric coffeemaker 
and an electric skillet in Corning Ware 
next September. Thus, Decker is step- 
ping directly into the small appliance 
field for the first time in the com- 
pany’s 110-year history. 

Decker freely concedes that con- 
sumer products may not be as profit- 






pie 5 
“CREELING IN” AT oe MILL: 


Forbes, June 1, 1960 





able as other high-volume glass items. 
(His prestige-heavy Steuben crystal 
division, in fact, is reportedly a small 
but steady money loser.) But he is 
firmly convinced that sheer volume 
alone will make it an attractive piece 
of business all the same. “As sales go 
up,” says he, “so will the profits in 
absolute dollars.” 


TEXTILES 


WORRIED 
PROSPERITY 


Why is Wall Street suspi- 
cious of the textile boom? 


“Tue basis of optimism,” wrote Oscar 
Wilde, “is sheer terror.” By that token 
the U.S. textile industry last month 
had compelling reasons for trying to 
be optimistic about the chances of 
continuing prosperity for their oft- 
battered industry. The alternative 
was pretty terrifying: as recently as 
1958, the industry’s Big Four had 
earned an average return of just 4% 
on stockholders’ investment. Textiles 
were called a sick industry. Not until 
the very end of 1958 had things begun 
to change for the better. 

Nevertheless, pessimistic voices 
were beginning to be heard again. 
Declared blunt-speaking James Robi- 
son, president of thriving Indian Head 
Mills: “Statements have been made 
by observers of the textile scene that 
the pattern of textile operations will 
be less cyclical in the future. I'll be- 
lieve that when I see it.” 

Equally uneasy if somewhat less 
blunt was veteran textileman Royal 
Little, whose diversified Textron still 
counts on textiles for 21% of its 


be smothered by overproduction? 





-—THIS TIME FOR REAL?-— 


In the past decade, a revival of the 
battered textile industry has been 
preemees many times. This time, 
owever, the duration of the up- 
swing, the relatively heady profits 
achieved last year, and the even 
better earnings in sight for 1960 
have been exceptionally encourag- 
ing. Here are saben on some of 
the leaders: 


——Net per share 


Company 1958 1959 1960* 
Burlington $1.21 $2.72 $3.40 
Cone Mills 0.81 1.47 1.75 
Dan River 1.14 1.53 2.25 
Lowenstein 1.57 1.69 2.50 
J.P. Stevens 2.60 4.52 5.00 


"Estimates based on annualization of results to 
date. 











sales. Little recently told his stock- 
holders that he was worried by the 
industry’s tendency to go to a six-day 
work week whenever demand picked 
up. This, warned he, could smother 
prosperity in eventual overproduction 

Still Flying High. Little and Robison, 
however, were Cassandras in an at- 
mosphere of general rejoicing. Cheer- 
ed by their tastiest profits since the 
Korean War shortages of 1950-51 (see 
table), most textile men were in no 
mood to look on the dark side 

Typical of the dominant segment of 
industry opinion was that voiced by 
Burlington Industries’ veteran textile 
executive Jackson Spears. Said 
Spears: “Excess industry capacity is 
down to a minimum of perhaps 10%; 
the inventory situation is not yet 
serious; and retail soft goods demand 
remains high. A prospective 50% in- 
crease is just ahead in the age group 
which uses most textiles.” Exulted 
Spears: “The industry is in its best 
position in years.” 

Even Cone Mills’ Ceasar Cone, a 
long-time worrier about his industry’s 
boom-and-bust propensities, was feel- 
ing quite content. “Why,” confessed 
Cone last month, “I’m feeling mildly 
bullish on textiles right now.” 

Ominous Figures. How sound was 
such optimism? Industry profits at 
least over the next six months seemed 
likely to look better than at any time 
since the upturn began in late 1958. 
“The cotton mills,” notes Burlington’s 
Spears, “will be delivering against the 
higher contract prices which have pre- 
vailed since early 1959.” 

But, as others took pains to point 
out, this was not the whole story. “Re- 
member,” cautions a banker close to 
the industry, “the reason we've had 
a relatively long period of relatively 
good profits is because 1958 was the 
worst year in the past decade. The 
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supply channels got over-liquidated 
right down to the retail level.” Now, 
says he, the reverse is true. More fab- 
ric is being produced by mills than is 
ultimately being bought by consumers. 
As evidence the banker cited latest 
figures on textile inventories from the 
Commerce Department. At the end 
of March, industry inventories had 
risen to $2.64 billion or almost 2.2 
times the industry’s March sales. A 
year ago that ratio had been a more 
manageable 2.0 times. 

The Cold Shoulder. Why then were 
the optimists ignoring these figures? 
Perhaps in part because the implica- 
tions of pessimism were just too ter- 
rifying. All of which went far to 
explain why Wall Street continued 
last month to ignore the optimistic 
forecasts and give textile stocks the 
cold shoulder, valuing them at an 
average of about seven times probable 
1960 earnings. With the industry’s 
dismal earnings record, it was going 
to take solid evidence of production 
restraint to change The Street’s mind. 


WALL STREET 


DOUBLE WHAT? 





Was that configuration on the 

charts saying “double bot- 

tom”? The chart readers 

replies were a little confusing, 
to say the least. 


Tue ONLY trouble with chartist inter- 
pretations of the stock market is that 
their meaning is seldom clear until it 
is too late. What may look like a top 
may finally turn out to be merely a 
pause before a final breakthrough to 
new highs, for example. Or what 
looks like an upward breakthrough 
may later turn out to be a false signal, 


the last fling before a major decline 
gets underway. 

So it was more amusing than sur- 
prising last month that even the best 
of The Street’s chartists couldn’t quite 
agree on the meaning of a very strong 
pattern (see chart) developing in the 
Dow-Jones industrial average. 

Is It, Or isn’t #8? It could—just could 
—turn out to be a double bottom. If 
so, that would be highly significant. 
Having already held at just under the 
600 level on the DJI on March 8, the 
market bounced up from almost ex- 
actly the same figure again on May 2. 
Since both bottoms marked the end 
of periods of strong decline, consider- 
able support apparently existed at the 
just-under-600 level. Such a double 
bottom is often the prelude to a strong 
rise. 

If, that is, it turns out to be a true 
double bottom. Was it in this case? 
It depended on which expert you 
talked with. Edmund W. Tabell, Wals- 
ton & Co.'s articulate partner-techni- 
cian, was inclined to hedge. “It could 
be a double bottom,” declared he. “If 
it gives buy signals in the next few 
weeks, though, things might be a bit 
more certain.” Tabell thought that no 
one could tell for sure until the vol- 
ume indications became clearer. “It'll 
look very good,” added he, “if De- 
cember’s monthly high of 75 million 
shares is topped in the next month,” 
said he. 

“Averages, Bah!’ Still another 
highly regarded chartist refused to 
commit himself at all, pleading con- 
tradictory data. “Averages, bah!” 
snorted he. “How can you interpret 
what's going on in the averages when 
you have such contrasting trends even 
within industries. Look at building 
stocks: Owens-Corning hits a new 
high; Pittsburgh Plate hits a new 
low. Stocks like du Pont, GM, Inter- 
national Paper are making new lows. 
What’s the use of talking about dou- 
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ble bottoms under such conditicns?” 

More positive on the subject but 
hardly optimistic was E. F. Hutton & 
Co.’s Joseph Granville. Granville said 
he saw nothing hopeful at all in the 
developing pattern. “No double bot- 
tom at all,” said he flatly. “And there's 
not going to be an upturn either. The 
odd lot figures look bearish. So does 
my confidence index. Besides, the 
short interest is too low. The public 
will have to get a lot more bearish 
than it is before I look for any real 
upward swing.” 

Considerably more optimistic was 
Hayden, Stone & Co.’s Kenneth Ward. 
“If it is a double bottom,” said he, 
“then it’s even more than that—a 
triple bottom. I would count the May 
12 low of 601.7 as the third leg. It'd 
take a piece of really bad news to 
break all that resistance down.” Be- 
sides, said Ward, who says we were 
in a bear market anyway? “All this 
talk about averages,” sniffed he. “Cer- 
tain industries have been in a bear 
market for years. Now the average 
watchers are trying to superimpose 
these bear markets on the entire 
market. Mrkes no sense to me.” 

Maybe Yes, Maybe No. Having pretty 
well cancelled each other out, what 
did the experts’ opinions really add 
up to? Simply that the market’s lead- 
ing average had established a pat- 
tern, which, by past experience, had 
often marked the end of a decline. 
Unless, that is, something happened 
later to cancel it out. 

But however bewildering such 
apparent inconsistency may have 
sounded to the average investor last 
month, it was causing few chartists 
to abandon their T-Squares and graph 
paper. “Charts are guide posts,” ex- 
plained one chartist last month. 
“Guideposts without any names on 
them, to be sure, but better than 
nothing in terrain as uncertain as the 
stock market.” 
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A GUARANTEED ROOF 
OVER YOUR HEAD 


New...and only with Butler... 
full 20-year roof protection for 
pre-engineered buildings 


Here’s another reason to “go Butler” for your new building 
this year. You can have a preferred aluminum roof so supe- 
rior that we are now able to offer a 20-year guarantee. 

This is the first long-term roof guarantee ever offered for 
pre-engineered buildings. It is made possible by Butler’s 
leadership in designing and fabricating an enduring, weath- 
erproof aluminum roof system that today has an impressive 
history of outstanding job performance on thousands of 
Butler Buildings. Be sure that this new development in roof 


security, optional at nominal extra cost, is considered in your 
new building plans. 


Your Lowest-Cost Way to Build Well—superior roof protection 
is one of many reasons why more offices, plants, stores, ware- 
houses, terminals, recreation centers, schools and churches 
every year are being built with the Butler Building System. 

For your new building, take advantage of the wide, clear 
spans of Butler rigid frames . . . the beautiful new Butler- 
Tone™ baked-on color finishes for wall and roof panels 
your choice of the finest factory-insulated or field-insulated 
exterior wall panels .. . the fast, trouble-free construction 
... and the dependable, talented services of the nationwide 
group of Butler Builders. 

Interested? See your Yellow Pages for the name of your 
Butler Builder, under “Buildings” or “Steel Buildings.” Ask 
about financing, too . . . or write direct. 


BUTLER MANUFACTURING COMPANY 17552 East.13th Street, Kansas City 26, Missouri 
Manufacturers of Metal Buildings - Equipment for Farming, Oi! Transportation, Outdoor Advertising » Contract Manufacturing 


Sales offices in Los Angeles arid Richmond, Calif. « Houston, Tex. + Birmingham, Ala 
Detroit, Mich. + Cleveland, Ohio + Pittsburgh, Pa. « New York City and Syracuse, N.Y. + Boston, Mass 


« Kansas City, Mo. « Minneapolis, Minn. + Chicago, Il. 


« Washington, 0.C. + Burlington, Ont., Can. 





MASSACHUSETTS: | ,000-kw research 
reactor for Massachusetts Institute of 
Technology. 


HOLLAND: 20,000-kw research and 
materials-testing reactor for Reactor 
Centrum Nederland. 


OHIO: 10,000-kw reactor helps Air 
Force simulate high-altitude, nuclear- 
powered flight conditions. 


NEW JERSEY: Princeton University 
scientists, researching thermonuclear 
fusion, will use a full-scale Stellarator 
facility engineered and equipped by 
Allis-Chalmers and Radio Corporation 
of America. 


Allis-Chalmers speeds 
world-wide progress 
in nuclear power 


Helping provide power for a growing world has been part of the corporate 
way of life at Allis-Chalmers for more than a century. Power . . . from coal, 
oil, gas, falling water . . . and now, atomic energy. Pictured here is evidence 
that Allis-Chalmers is growing dynamically in this challenging field, offering 
unique capability to take nuclear projects all the way from “talk about” to 
“start up.”’ Allis-Chalmers, Milwaukee 1, Wisconsin. 


ALLIS-CHALMERS @ 


POWER For A GROWING WORLD 





ITALY: 5,000-kw reactor for Italian Na- 
tional Committee for Nuclear Research. 


MINNESOTA: 22,000-kwe power re- 
actor for Rural Cooperative Power Asso- 
ciation of Elk River. 


SWEDEN: New 30,000-kw research and 
materials-testing reactor for Atomic 
Energy Company of Stockholm. 


bin son 


SOUTH DAKOTA: Architect’s drawing 
of 66,000-kwe nuclear power plant with 
internal nuclear super-heat, now being 
designed for Northern States Power 
Company in cooperation with ten other 
midwest electric utilities. 
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ENTERT AINMENT 


HAPPY ENDING? 


In every recent year Twen- 
tieth Century-Fox has put on 
a big show for stockholders, 
but they've all been fiscal 
flops. Will this year’s have a 
happier ending 





Ir was a star-studded production 
which might have been staged by a 
master showman—and it was. The 
showman was Spyros Skouras, presi- 
dent of the Twentieth Century-Fox 
Film Corp.,* and the production was 
the annual meeting in New York last 
month. Skouras paraded a cluster of 
movie stars before the 200 stockhold- 
ers at the meeting, also gave them a 
chance to see an upcoming Fox pic- 
ture The Story of Ruth. 

But Skouras also had something 
more substantial than free movies for 
his stockholders. That was news on 
the future of the major part of the 
company’s 267-acre studio in West 
Los Angeles. Real estate-dealing 
Webb & Knapp had planned to buy 
the land from Twentieth Century and 
develop it into a full-fledged city- 
within-the-city of Los Angeles. Now, 
said Skouras, Kratter Corp., a New 
York realty firm, was taking the deal 
over from Webb & Knapp’s flamboyant 
but somewhat strapped William Zeck- 
endorf. Provided that Twentieth Cen- 
tury’s stockholders agree, Kratter 
would take over from Webb & Knapp 
plans for developing the property, pay 
$2.4 million when the first papers are 
signed on the deal, and another $38 

*Twentieth Century-Fox. Traded NYSE 
Recent price: 3749. Price range (1960): high, 
3944; low, 30. Dividend (1959): $1.60. Indi- 
cated 1960 s1.F8. Tok $1.60 Earnings | per share 


(1959) Total assets million 
Ticker sy aie 


AIRVIEW OF 20TH CENTURY’S HOME LOT: 
the old homestead has been easy to sell, but hard to get the money for 


million when the contract is finally 
closed in about six months. 

Promise & Profit. The deal had all 
the earmarks of a hit as far as 
Twentieth Century’s stockholders 
were concerned. But it still left them 
wondering whether Skouras’ Big 
Show of 1960 would be any less of a 
flop than its predecessors. 

In 1956, for example, Skouras de- 
lighted stockholders with the news 
that the studio had leased fifty-two of 
its pre-1948 films to TV for a mini- 
mum rental of $2.3 million. Since 
the films had been fully amortized 
many years before, the money looked 
like pure gravy. That year, however, 
Twentieth Century’s earnings came 
to just $2.34 a share, a gain of barely 
2.6°, over the year-earlier. Losses on 
moviemaking had diluted much of the 
gravy. 

Then in 1958, it was oil which was 
the big star in Twentieth Century's 
production. Skouras unhesitatingly 
referred to the oil under his studio 
s “the best talent I have ever seen 
the black gold.” But even with oil 
income, continued TV revenues and 
a relative run of hit movies, profits 
only got up to $3.31 a share. 

For 1959, Skouras’ blockbuster was 
announcement of a $56-million deal 
by which Twentieth Century would 
sell its land to Webb & Knapp. But 
the blockbuster turned out to be a 
dud. Zeckendorf did come up with a 
$2.5 million downpayment. Even so 
as movie-making losses 
Twentieth Century -Fox’s 
flickered to $1.78 a share. 

Seeing Is Believing. Would the Krat- 
ter deal of 1960 have a happier end- 
ing? Said Skouras: “1960 will be one 
of the best years since I became presi- 
dent.” And after so many false starts, 
it looked as if Skouras finally was de- 
livering a bonanza to stockholders 


mounted, 


earnings 


SPYROS SKOURAS: 
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WE CA FINANCE 


nicemiee opportunity! 
Westinghouse 


Half-Hour Laundry Store 
your investment nets 
25%-50% annually 


Laundromat stores give millions of Americans 
@ time-saving, modern way of doing laundry 
.. while SAVING 50%. Investors, business and 
Professional people net unusually = returns 
by operating these necessity-of-life stores. 
Here's why they can be solid money-mokers 
for you tool 


Q What ore the advantages of owning « 
d licensed West- 
inghouse Gavadremet laundry store? 


A You are investing in one of the fastest- 
growing industries in the country and will enjoy 
@ substantial second income. You can net an 
extra $5000- $10,000 of income annually. 

Pp t is coin-metered, cus- 
tomers do-it-the 4 and no attendants are 
necessary. You have no labor problems, or 
inventories. Many stores operate 24 hours oa 
day, 7 days a week...bringing you profits 
while you sleep! 











Q How much time must be devoted to 
successfully operate a laundry store? 


A This is a spare-time business... few hours 
each week is ample. Service can be contracted 
out to an independent Authorized ALD Service- 
man at a modest cost. Laundry stores are ideal 
for chain operation and/or absentee owner- 
ship, and investors like you now own 3, 4 and 
more stores netting $5000-$10,000 yeorly per 
store. 


Q What are chances of success without 
previous experience? 


A ALD has planned over 9500 profitable 
laundromat laundry stores throughout the 
country .. . successfully owned and operated by 
doctors, lawyers, teachers, businessmen and 
white collar workers who enjoy an annual 25%- 
50% net return. You need no previous euperi- 
ence. Our complete program has proven itself 
over and over agcin...will make business 
sense to you. it includes ‘essistonce in locating, 
store pl ond p ti Our 
staff of 400 field experts gives you continuing 
help and advice on installation, advertising 
and management. Prestige Westinghouse Laun- 
dromat washers and other balanced equipment 
provide the nation's finest laundry facilities for 
your customers. 





© elen chews san dadeetenet 


A Accelerated d ti permit 
rapid accrual of | equity . . offer attractive tox 
deductions. Here is a business that will poy 
for itself. . . PLUS. 


hedeul, 





Q What is the investment? 


A It's modest! We will finance up to 90% of 
your equipment ...offer you the longest 
financing period at lowest terms. 


— 


OFFICES IN 44 PRINCIPAL CITIES 


ALD, inc. 
7057 N. Western Ave., Chicago 45 
Detroit ~ St. tovis * Cincinnati 
. La. * Jacksonville « Los Angeles 
. Timonium, Md. * Malvern, Po. 
* Natick, Mass. 
Terente GAid, inc. 1960 


* Clevelond 
Minneopolis 
Burlingeme, 

Pittsburgh 
ALD CANADA, Lid., 54 Advance Rd., 
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AUTO PARTS 


THE HOLDOUT 


Listed status? “No thanks,” 
answers little Purolator Prod- 
ucts, Inc., whom over-the- 
counter trading suits just 


fine. 


PRESIDENTS of smaller companies these 
days seem to have two ambitions: to 
grow big and rich, and acquire the 
dignity of a New York Stock Exchange 
listing. Not so, however, for James D. 
Abeles, president of Rahway, NJ.’s 
Purolator Products, Inc,* the U.S.’ 
largest independent maker of manu- 
facturing filter devices. 

Last month by proxy, he made his 
view plain in Wall Street itself. 
Speaking to New York’s Society of 
Security Analysts, Executive Vice 
President H. Joseph .Markert said 
flatly that Purolator likes its over-the- 
counter status just fine. “We do not,” 
said he, “have any plans for listing 
the stock.” 

Purolator was certainly substantial 
enough, with current sales at a $50- 
million rate and 660,000 outstanding 
shares in the hands of 4,500 stock- 
holders. But mere size, insisted Mar- 
kert and Abeles with one voice, isn’t 
the point. 

“We've been approached by the ex- 
changes many -times,” said Markert, 
“and we've always asked them to show 
us how listing would make more 
money for the stockholders.” Lacking 
an answer, the company has preferred 





| to skip the expense of listing and rely 


instead on an active over-the-counter 
market. 

But, both Abeles and Markert are 
quick to add, that policy could change. 
If Purolator were to merge with a 


*Purolator Products, Inc. Traded over-the- 
counter. Recent price: 40%. Price range 
(1960) : high, 4044; low, 3244. Dividend (1959) : 
$1.40 plus 5% stock. Indicated 1960 payout: 
$1.40. roinee pee share (1959): $3.12. Total 

ion. 


| assets: $24.9 m 


PUROLATOR’S ABELES: 
happy the way he is 


listed company, it might have to be- 
come listed as part of the deal. And, 
observes President Abeles, “If you are 
going to do equity financing there 
would undoubtedly be advantages to 
listing.” 


UTILITIES 


FIXING TO STAY 


Nationalization troubles in 

Mexico? Apparently not for 

foreign-owned Mexican Light 
& Power. 


AmonG Latin American nations, Mex- 
ico recently has been one of the most 
hospitable to American business and 
capital. It boasts no restrictions on 
currency, no runaway inflation and 
it has a stable government. But did 
Mexico’s recent bid to nationalize 
American & Foreign Power Co.'s 
electric generating subsidiary indi- 
cate a change in this pro-free enter- 
prise atmosphere? 

General Maxwell D. Taylor, chair- 
man of Canadian-based Mexican 
Light & Power Co.,* biggest electric 
utility in Mexico, didn’t think so last 
month. At least not in his company’s 
case. “Whatever happened to cause 
American & Foreign Power to pull 
out of here hasn’t affected us,” said 
the former U.S. Army Chief of Staff. 
“If feelings of nationalism were in- 
volved, we haven’t been bothered by 
them.” Added he: “We don’t expect 
to be either.” 

Not that Mexican Light hasn’t had 
its share of problems, as General Tay- 
lor admits. Last July, the company 
asked for a 14% rate increase to bring 
its return on common share book 
value to the 10.5% average that elec- 
tric utilities in the U.S. get. No action 
on, that as yet. Still before the courts 
is a review of a tariff commission’s 
refusal to compensate Mexican Light 
for a one third increase in the price 
of fuel oil used by the company. 

Still, MLP managed to boost its 
profits last year to $5.1 million in 
Canadian dollars from $4.4 million. 
At $1.88 per common share that 
amounted to a return of 6% on aver- 
age book value. 

In fact, said Taylor, MLP’s future 
looked reasonably good. The utility's 
biggest problem at present: how to 
finance $140 million in expansion over 
the next five years. As General Tay- 
lor puts it: “We’re fixing to stay in 
Mexico, period.” 


*Mexican Light & Power Co. Traded over- 
the-counter. Recent price: 1644. Price range 
(1960): high, 17; low, 1344. Dividend (1959). 
98c. Indicated 1 ere: $1. Earnings per 
share (1959): $1.88. Total assets: $263 million 
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Now you can afford real security 
for your entire family with 
this new low cost Franklin plan 


YOUR WIFE 


$1000 death benefit, double 
in case of accidental death. 
An additional $1000 death 
benefit is added to the hus- 
band’s plan at no extra 
cost on the premature 
death of the wife. Privilege 
of converting to any per- 
manent plan before age 60. 


Franklin's Family Protector 
Plan gives all-in-one 
security for your whole 
family at minimum cost 


You may find it hard to believe 
that a plan so complete could be 
within your means. Yet the most 
amazing feature of the Family 
Protector is the tremendous 
amount of immediate protection 
at such ridiculous low cost. At 
age 30, for instance the premium 
amounts to less than $9.00 per 
month. Your local Franklin Agent 
will gladly explain the entire 
plan in greater detail at your 
convenience. Call him today. 


YOUR CHILDREN 


Each child in your family, 

regardless of number, and 

including any future addi- 

tions, is automatically 

covered by a $1000 death 

benefit at 15 days of age. 

Double payment in case of In case of your untimely 

accidental death. Convert- death one unit will provide 

ible to $5000 at completion for your family $50 month- 

of term, even if no longer ly income until the time 

insurable. you would have reached 
age 65. Premium waived 
in case of your total dis- 
ability. Convertible before 
age 60 without medical ex- 
amination. Total immedi- 
ate estate value of your 
plan is over $22,000. 
(Father and mother ag: 
30... three children.) 


The Friendly 
* The largest legol reserve stock life 
] 4 insurance company in the U. S. devoted 
TRI RAV IRI DION exclusively to the underwriting of Ordinary 


ond Annuity plans... 
INSURANCE Over three billion six hundred million 
TLIO RE COMPANY een a te 
* Franklin growth in sales last year wos more 
DISTINGUISHED SERVICE SINCE 1864 thon three times that of the industry as a 
CHAS. E. BECKER, President whole—eloquent testimony of the tremendous 
SPRINGFIELD, ILLINOIS public acceptance of Franklin progroms. 
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Serving the nation’s 
growing requirements 
for water, drainage 
and sewer facilities 


AMERICAN - MARIETTA 


PRECAST CONCRETE PIPE 


American-Marietta precast concrete pipe, produced 
in strategically located plants throughout the United 
States and in Canada, is fulfilling the growing 
sewage disposal requirements of municipalities 
everywhere. With the growth of residential, indus- 
trial and commercial construction in outlying areas, 
new interconnecting roads and highways require 
miles of concrete pipe for proper drainage. 


Through a continuous program of research and 
product development, American-Marietta is pro- 
ducing precast concrete pipe offering greater 


efficiencies, improved durability and substantial 
savings in construction time. Exclusive develop- 
ments include Flat-Base Pipe, elliptical Lo-Hed, 
Hi-Hed and Inner Circles Pipe—each with special 
advantages. 


Engineered in many sizes and designs for specific 
construction requirements, A-M precast concrete 
pipe is achieving greater importance each year. As 
the nation’s growth continues, American-Marietta 
is expanding its production capacity to meet the 
increasing demand. 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, ““The Years Ahead: 1960 To 
1975.” The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


PAINTS + PRINTING INKS + DYES + RESINS + ADHESIVES 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT + HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS «+ LIME + REFRACTORIES + CEMENT 


American-Marietta 
Company 
Chicago 11, illinois 


Progress through Research 
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CAMELS GRAZING NEAR DESERT 


OIL 


STILL KING 


The oil industry has its 

troubles, but they haven't 

dimmed Aramco’s glory as 

the champion profitmaker of 
them all. 


Tue sHares of the Arabian American 
Oil Co. are not listed on any exchange, 
nor are they traded in the over-the- 
counter market. Its annual report 
never mentions revenues or earnings, 
and any financial information on the 
company is exceedingly hard to come 
by. Nevertheless, shrewd investors 
always have been fascinated by the 
company. Aramco is owned by four 
corporations which are publicly held, 
and it provides a substantial part of 
their profits. The owners: Jersey 
Standard, Standard of California and 
Texaco, which each own 30% of its 
stock, and Socony Mobil, with 10%. 

Aramco probably has been the most 
profitable venture in the entire history 
of oil. Its crude deposits in Saudi 
Arabia can be worked cheaply. For 
the size of those deposits dwarfs any- 
thing else in the world and requires 
relatively few wells to work them. “In 
Saudi Arabia,” runs an industry say- 
ing, “you push a stick in the ground, 
and the oil gushes up.” 

Arabian Tale. Just how close to 
true that is was proved by Aramco’s 
annual report last month. Lavishly 
illustrated in color and printed in both 
English and Arabic, the report as 
usual mentioned nothing about sales 
and earnings. But it did cover Aram- 
co’s drilling program, which was a tale 
right out of the Arabian Nights. Dur- 
ing 1959, Aramco reported, its crews 
drilled exactly 22 development wells 
in Saudi Arabia. The yield: a whop- 
ping 2 billion barrels added to the 
company’s reserves, bringing its total 
up to 38.6 billion barrels. 

To oilmen that was a truly astound- 


fe 


RILLING RIG: 


just push a stick in the grownd 


ing figure. It meant that Aramco, at 


the comparatively minor expense of | 
drilling just 22 wells, had uncovered | 


additional reserves greater than the 
individual U.S. reserves of Gulf, Cali- 
fornia Standard or Socony Mobil. This 
in just one year. 


From a financial point of view, it 


was also a reassuring report for stock- 
holders in Aramco’s parent com- 


panies. Oil found in such quantities is 


extremely “cheap” oii. If an all-out 
price war develops or the producing 


countries continue to step up their | 
demands, no one would be in a /| 
stronger cost position than the owners | 


of Aramco’s low-cost Arabian oil. 


AGRICULTURE 





COULD BE 
WORSE, BUT... 


Things were beginning to 
look up down on the farm, 
but tractor makers were still 
keeping their fingers crossed. 


A SMALL but hopeful harvest of good | 


news came out of the nation’s farm 
areas last month. With consumer de- 


mand holding strong, farmers reduced | 


the number of pigs, chickens and 
eggs coming to market. The happy 
effect: prices for these livestock 
products rose smartly. Farmers last 
month were getting an average 36c 


a dozen for eggs, up 43% from a year | 


ago. Broilers now fetched 18c a pound, 


up 20% from record lows set last | 


autumn. Hogs brought $15.50 a hun- 
dredweight, a fat 37% jump above 
three-year lows set just last Decem- 
ber. 

New Crystal Ball. Thus, despite con- 
tinued price weakness in such other 
key crops as corn and wheat, the 
Department of Agriculture reported 
last month that farm income as a 
whole had climbed back from its 
1959 lows to within 1% of the level 











CLARK 


EQUIPMENT 


Mobility 


New theory (and 
fast new machines) 
cut indirect costs 





Rapid, easy, efficient movement 
of material or people—that’s 
Clark’s definition of Mobility. 
Translated into high-speed 
machines like the one shown below, 
Mobility, Clark-style, provides 
industry everywhere with 
substantial reductions in time and 
material-handling costs. For 
concrete examples in your 
industry, write .. . 


Clark Equipment Company 
Buchanan, Michigan 


Construction 
Truck-Trailer 
Material Handling 
Equipment 





i .V-P, Pipe Line 
Memo to United Gas Corp. Shareholders from D. D. Dillingham, Jr., Exec pe 
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MORE PIPE LINES...MORE GAS SALES 


United Gas Corporation's pipe line subsidiary invested 


$32,500,000 in transmission facilities during 1959, and now 
operates more than 10,000 miles of gathering and transmission 
lines. We tied in 75 additional fields and at year-end had 471 
fields serving the system. In ten years our sales jumped from 


600 billion to 1.35 trillion 


cubic feet. Takes a lot of pipe UNITED 


line capacity to keep ahead ELAS 


of a demand like that. CORPORATION Headquarters, Shreveport, La. 


SERVING THE GULF SOUTH 
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a year ago (see chart). Only months 
before, the Department had predicted 
an 8% drop this year below 1959 on 
top of 1959’s 16.5% drop below 1958. 
But now, the Government said, given 
no better than average weather for the 
rest of the year (the spring had 
mostly been abnormally late and 
wet), gross farm income might well 
equal last year’s $37 billion total. 

Farm equipment makers, however, 
were not yet tossing their hats in the 
air. “It just isn’t that simple,” sighed 
Frank Jenks, president of giant Inter- 
national Harvester. Jenks was getting, 
it is true, reports of much improved 
tractor sales in May. “But we know,” 
said he, that this is partly seasonal 
and it may be entirely seasonal.” 

Farm Psychology. At Deere & Co., 
Executive Vice President Ellwood F. 
Curtis pointed out that what counts 
for farm equipment makers is what 
the individual farmer thinks his pros- 
pects are, not what government statis- 
tics say they are. “The correlation be- 
tween farm income and equipment 
sales is not exact,” says Curtis. “A 
1% decrease in cash could make a 
farmer pessimistic, lower equipment 
sales 5% or 10%.” 

Still, even such cautious men as 
Jenks and Curtis were agreed that 
things looked better than they had a 
few months before. Both would re- 
port declines in the fiscal six months 
ending April 30. But there were at 
least more hopeful signs for the future. 
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‘ROM THE NORTHERN PLAINS 


CAN HELP SOLVE YOUR 
LOCATION PROBLEMS 


Based upon your firm's requirements, special investigations 

will be conducted without obligation by Northern's develop- 

ment technicians to er your location questions. A full 

scope of services is offered. 

1 PLANT SITE EVALUATIONS Everything from busi- 
ness environment to site selection, tailored to meet your 
needs. 


2 ECONOMIC INVESTIGATIONS Providing dependable 
information in problem areas such as manpower, re- 
sources, community appraisals and similor location 
considerations. 

3 MARKET STUDIES Competitive situations, consumer 
characteristics, together with projections of the market's 
future. 

4 FINANCING SOURCES An intimate knowledge about 
community financing groups, as well os private 
financial institutions in this area. 





We welcome the opportunity 
to serve you confidentiali 
.+- without obligation of 5 SOURCES OF SUPPLY Through Northern's Facilities 
Register, a unique electronic index of the orea's 
production capabilities. 


To use these services and obtain current mailings, write 
Randall Klemme, Vice President, Northern Natural Ges 
Company, Omaha, Nebraska. 





ern Natural Gas Company 


Serving the Northern Plains © General Offices: Omaha, Nebraska 





NEW 31-DAY “STRIP” CHART 


helps truck owners cut operating costs 


ooo0oooo0ooo0o090 


New WAGNER-SANGAMO 


TACHOGRAPH 


graphically records truck operations 
—up to 31 days—on single chart 


This tamper-proof instrument provides a permanent graphic report of every 
run of each Tachograph-equipped truck. Recorded time of operation, dura- 
tion of stops, speeds, and distances traveled give you valuable information 
.++ help you plan better routing, control speed, cut wasted time, and reduc 
truck operating costs. For details, mail the coupon. 
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S Wadsner Electric rporation 
6382 PLYMOUTH AVE., ST. LOUIS 33, MO., U.S.A 

Send FREE copy of Bulletin SU-140. 





Nome. 





Compony 





Address_ 


City & Stote. —_ 
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S-BILLIONTH BARREL OF “CRUDE GOES 
TO MARKET...VIA OHIO OIL TRUNK LINES 


Today, our subsidiary, Marathon Pipe Line Company, operates 4000 miles of lines in eleven states... 
Carrying a vital flow of crude oil and refined products to help power America 


HIGHLIGHTS OF THE THREE MONTHS ENDED MARCH 31 


1960 1959 
Total Revenues $92,054,000 $75,165,000 


Net Income 10,279,000 10,198,000 
Net Income Per Share 714 


Dividends Per Share 40 
Capital Expenditures 11,140,000 
Exploration Expense 6,386,000 


Shares of Common Stock Outstanding 13,917,775 13,126,753 
(Excluding 83,400 shares in Treasury — 1960) 


Net Crude Oil and Natural Gas Liquids Produced— 108,676 112,041 
Barrels Per Day 


Crude Oil Refined—Barrels Per Day 99,635 45,302 


On May 3, 1960, the Board of Directors declared a dividend of 40 cents per share on common stock, payable June 10, 1960, 
to shareholders of record May 13, 1960 


THE OHIO OIL COMPANY 
Findlay, Ohio 
Producers - Transporters - Refiners - Marketers of MARATHON and SPEEDWAY “79” Petroleum Products 
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1957 


The FORBES index 





Solid line is computed weekly and menthly, gives eque! weight io 
five factors: 








| empley- 


How intensively are we working? (BLS average weekly hours 


jm manufacture) 


. Are people spending or saving? (FRB desartment store sales) 
. Hew much money is circulating? (FRE bank debits, 141 key 


Factors 4 and 5 are adjusted 
== 100), factors 1, 4 ond 5 fer seasonal 


fer valve of the dollar (1947-49 
variation. 
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Dec. Jan. Feb. March April 
(prelim.) 
165.0 
121.3 
98.7 
139.2 
166.4 


138.1 


165.0 
120.4 
101.5 
136.2 
160.3 
136.7 


168.0 
120.9 
101.0 
133.3 
165.3 
137.7 


166.0 
121.0 

99.8 
127.9 
171.5 
137.2 


165.0 
120.7 

99.5 
129.2 
172.2 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Favorite Few 


Tus, as has been noted in past col- 
umns, is a unique period in financial 
history. 

It’s been most obvious in the trend 
away from the so-called “Favorite 
Fifty” to what might be called the 
“Favorite Few.” In retrospect, the 
shift in emphasis is perfectly logical 
and understandable. For one thing, 
there have been relatively few really 
outstanding success stories in our 
neither-boom-nor-bust economy. Sec- 
ondly, this is a professionally domi- 
nated market—and the professionals 
are always looking for exciting new 
companies and new industries. Thirdly 
the mutual funds, the pension funds 
have ample holdings of the standard 
stocks. 

But styles in speculation change 
and, as was noted in mid-May, there 
is reason to believe that the stage is 
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being set for a re- 

vival of interest in 

“the meat and po- 

tato” stocks. Basi- 

cally, this belief 

rests on the pre- 

mise that while the 

sag in business is 

real, it’s temporary; and there will be 
a second half upturn. Not a new 
boom, but enough improvement to 
provide a better environment for the 
market’s problem children. 

The arguments are quite simple: 1) 
By coming sooner and at lower levels 
than had been expected, the inventory 
build-up did not develop into a major 
harassment. 2) The corrections now 
taking place in industries that had to 
adjust output to demand are not set- 
ting off a cumulative decline. 3) The 
business stool has two strong legs in 


the form of rising consumer demand 
and capital spending. 4) The second 
half will have the stimulus of higher 
government spending and new auto- 
mobile models, and the building in- 
dustry will benefit from the 
mortgage money. 

True, even the probability that we 
are in a “saucering out” period re- 
quires more confirmation. But the 
market’s function is to discount the 
future rather than reflect the present. 
This truism is best illustrated by steel 
whose outlook is synonymous with 
that of the economy as a whole 
Traditionally, the steel stocks turn the 
corner before the operating rate stops 
declining, and at the time when new 
orders improve. While the operating 
rate may reach the 70% level before 
July Fourth, there are signs the order 
book will show an 
coming month. 

Even if interest does broaden out, 
special attention will continue to be 
given really outstanding corporate 
success stories. In other words, a pre- 
mium will continue to be paid for the 
companies with positive dynamics. In 


easiel 


increase this 
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For twenty-two years “Growth through Management and Research” has 
been the guiding principle of T. Rowe Price and Associates, Inc. 
We have pioneered in featuring Growth Stocks in our investment 


recommendations. 


We serve Corporations, Individuals, Trust Estates, and Endowment, 
Mutual, Pension and Profit Sharing Funds in fifty states, the District of 
Columbia, and twenty-three foreign countries. 








Growth Of Funds 
Under Our Supervision 


744,404 
6,650,815 
37,839,274 
95,783,100 
240,495,177 
370,329,684 
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FOR THE 
ASTUTE INVESTOR 


who wants the facts and guidance to help 
assure investment profits, FINANCIAL 
WORLD offers the experience of 57 years 
of successful service. Accept this Special 
Introductory 26-WEEK Subscription at 
ONLY $12 and receive 26 weekly issues of 
FINANCIAL WORLD, 6 monthly Supple- 
ments of “INDEPENDENT APPRAIS- 
ALS” and ADVICE-by-MAIL Privilege, 
PLUS the annual $5 STOCK FACTO- 
GRAPH MANUAL. Write Dept. FB-61, 
FINANCIAL WORLD, i7 Battery Place, 
New York 4, N. Y. 

















TEXAS PACIFIC COAL AND OIL COMPANY 
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Cash Dividend 
No. 203 
June 3, 1960 
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At the regular annual meeting held April 
20, 1960, the Board of Directors declared a regu- 
lar quarterly cash dividend of 30 cents a share, 
payable June 3, 1960, to stockholders of record 
at the close of business May 11, 1960. 


By J. I. Norman, Secretary 
































this connection, the point made in 
previous columns deserves emphasis 
again: Positive dynamics can be found 
outside, as well as inside, the new 
technologies. 

For example, while we may have a 
man in space next year, corporate 
headlines are going to be made in 
many seemingly plebeian businesses 
too. There’s a decisive growth factor 
in the portable power tool field in 


| view of the following facts: 1) Rising 
| labor costs spell a need for low cost 


automation in the building, automo- 


| tive, industrial maintenance and other 
| fields which are important users of 
| power tools. 2) Rising service costs 


and a continuing increase in leisure 
time have brought about a sharp ex- 
pansion of the “do-it-yourself” mar- 
ket. 

In this connection, Skil Corp., trad- 
ed over-the-counter at around 40 pay- 


| ing $1.60, has a distinct claim to fame, 
| for a new management has made 


marked progress in improving the 
company’s competitive position during 


| the past two years. Not only is the 


organization stronger than ever be- 


| fore, but the outlook is good. This 


year, Skil’s sales should be 10% bet- 


| ter than the nearly $23 million of 1959 
| and earnings may be around $3.50 per 
| share compared with $3.03 last year. 


Speaking of over-the-counter stocks, 


| Leeds & Northrup, around 36, is a 


very interesting speculation on the 
growing demand for the wide variety 
of instruments required by modern 


| industrial process control. The cash 


dividend of 60c annually probably will 


| be supplemented with a small stock 


dividend sometime in the next few 
months. 

Finances are adequate, no new 
financing is in prospect and the man- 
agement and employees own about 


| half the roughly 700,000 shares com- 
| mon stock now outstanding. Equally 
| interesting, the company appears to 


enjoy a 1960-61 earnings potential 


| of perhaps $2.50 to $2.75 per common 
| share. 


For the fiscal year ended last month, 
earnings should be close to $2 per 
share as compared with $1.68 in fiscal 
1959 and $1.35 in fiscal 1958. To put it 
in a word, Leeds & Northrup is a 
science-electronics speculation with- 
out the market premium often ac- 
corded small companies with big 
brains. 

In this environment, something spe- 
cial is required to attract the inves- 
tor’s attention. But that “something 
special” can manifest itself in various 
ways. One way, for example, is via 
an improving quality of earning 
power which will be translated into a 
higher price-times-earnings ratio. 

(CONTINUED ON PAGE 68) 
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The new and different future for the 


AIRGRAFT & MISSILE 
STOCKS 


in the “Cold Peace” 


Although the Aircraft Stocks endured a bear 
market all their own for the past 3 years, 
the investing public has been indiscriminate in 
downgrading them. 


The Value Line Investment Survey’s newest 
analysis of the Aircraft Industry uncovers a 
group of stocks which seem especially promising 
for the “Cold Peace”—at their current deflated 
prices—both for recovery in the next 12 months 
and substantial appreciation over the 3- to 5- 
year pull. Although they are to be regarded as 
speculative—with respect to both rewards and 
risks—these stocks may reasonably be expected 
to outperform the whole market in the months 
as well as the years ahead! 


COMPLIMENTARY COPIES 


We will send you, as part of the $5 Guest Sub- 
scription offer described below, the comprehen- 
sive Value Line Reports on the individual stocks 
in both the Aircraft & Missile industry and 5 
other industries. All in all you will receive full- 
page Reports on each of 77 stocks, among them: 


Gen. Dynamics 
General Tire 
Lockheed 
Chrysler 

Am. Bosch Arma 
American Motors 
Bendix Aviation 
Boeing Airplane 
No. Am. Aviation 
Rohr Aircraft 
Rep. Aviation 
Piper Aircraft 


Northrup Corp. 
Ford Motor 
General Motors 
Grumman 
Douglas Airc. 
Allis-Chalmers 
Fairchild Eng. 
Goodyear 
Curtiss-Wright 
Martin Co. 
Stude-Packard 
United Aircraft 


Under this offer, you will also receive—by return 
mail and without charge—“Investment Opportunities 
in the New Space Age,” a long-range survey of pros- 
pects for the Aircraft & Missile, Electronics and 
Chemical Industries... plus the latest Value Line 
Summary of Advices on 1000 Major Stocks and 50 
Special Situations, with Value Line’s objective 
measurements of Normal Value, Quality, Yield and 
Appreciation Potentiality. 


All these Reports will be sent to you without 
charge in conjunction with Value Line’s Guest Sub- 
scription offer which for only $5 (less than half the 
regular rate) brings you the next 4 weeks of com- 
plete service, including the following timely anal- 
yses, projections, and recommendations: 


(1) 4 “ESPECIALLY RECOMMENDED STOCK-OF- 
THE-WEEK” REPORTS 

(2) “WHAT THE MUTUAL FUNDS ARE BUYING 
AND SELLING” 

(3) “WHAT COMPANY OFFICERS AND DIREC- 
TORS ARE BUYING AND SELLING” 
THE BUSINESS PROSPECT 
STOCK MARKET PROSPECT 
RECOMMENDED INVESTMENT POLICY NOW 


BEST STOCKS TO BUY OR HOLD NOW to meet 
specific investment objectives 
VALUE LINE BUSINESS FORECASTER, which 
shows the composite trend of 7 economic series 
whose turning points have consistently preceded 
cyclical turns in economic activity 
FULL-PAGE RATINGS AND REPORTS ON 
EACH OF 300 ADDITIONAL STOCKS 
A NEW SPECIAL SITUATION ANALYSIS AND 
RECOMMENDATION 
SPECIAL SITUATIONS NOW RECOMMENDED 
FOR HOLDING 
ALL SPECIAL SITUATIONS THAT HAVE 
BEEN RECOMMENDED FOR SALE-scores of 
which had doubled and tripled in price as the full 
tally reveals 
THE SUPERVISED ACCOUNT REPORT, which 
gives advance notice of all changes to be executed 
in the future in a real portfolio—supervised as a 
“model” account for the average investor. Also 
gives complete record of results to date 

(14) WEEKLY SUPPLEMENTS and 

(15) 4 WEEKLY SUMMARY-INDEXES including al! 
changes in Rankings and Ratings up to date of 
publication 

(In contrast to this $5 offer, the regular rate is $144 annually 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 
Address. 


a : State 
Send $5 to Dept. FB-154 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by 
ARNOLD BERNHARD €& Co., Inc. 
The Value Line Survey Building 
5 E. 44th Street, N. Y. C. 17, N. Y. 
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From where 
you sit... 


This probably looks like an advertise- 
ment—and, strictly speaking, it is. 

But to us, an advertisement is little 
more than conversation in print. An at- 
tempt to talk to a good many people at 
once—to offer them some product or 
service of possible value. 

So to begin with— 

We're in the brokerage business. 

If you don’t own any stocks or bonds 
now, if you don’t ever want to, and if 
you couldn’t care less whether you 
never learned the first thing about them 
—then don’t waste your time reading 
this. 

On the other hand, if you do have a 
portfolio, if you are thinking of start- 
ing an investment program of your 
own, or if you just want more facts and 
information on what it means to invest 
—then we certainly feel that we have 
something to offer. 


For example: 

One of the biggest and best Research 
Departments in the business stands 
ready to review the complete portfolio 
of any investor who asks. Customer or 
not, Research will mail you the most 
thoroughly objective report it can in 


the light of your stated objectives. 

Or the same department will be 
happy to prepare a detailed program of 
investment for any particular sum— 
large or small. 

Or, we'll gladly give you the most 
comprehensive answers we can to any 
questions you may want to ask about 
stocks, bonds, or commodities. 

There’s no charge for these services, 
you’re not obligated in any way. 

And beyond that—if you should ever 
place an order to buy or sell securities— 
we think you'll find that Merrill Lynch 
facilities for fast and accurate execu- 
tions are unexcelled. 

For a complete run-down on those 
facilities, the policies that guide us, the 
many other services we can provide, 
just ask for a free copy of “This Is 
Merrill Lynch.” Simply call, or write— 


BMARKET COMMENT 


by L. O. HOOPER 


Making a Broad Bottom? 


First, a comment on the general 
market. The spectacular behavior of a 
few electronics, science and recreation 
industry stocks (as well as scattered 
specialities) has been hiding the fact 
that the rank and file of good bread- 
and-butter standard equities has been 
in a declining market most of the time 
since last August. By declining from 
a peak of 683.90 of the DJI last August 
3 to a recent bottom under 600, a con- 
siderable adjustment in prices has 
been accomplished; and that price 
adjustment has been larger than the 
mathematical drop in the popular 
index of stock prices suggests. To 
prove this for yourself, just see what 
the percentage declines have been 
from the 1959 highs to the 1960 lows 
in stocks like U.S. Steel, du Pont, 
International Paper, General Motors, 
Ford, New York Central, Monsanto, 
Montgomery Ward, Standard Oil 
(New Jersey) and Standard Oil of 
California. 

It seems to me that, even if the 
market as measured by the industrials 
goes lower in the next two to eight 
weeks, any further drop in what 
might be called standard stocks (as 
distinguished from specialties) should 
be looked upon as the latter end of an 
intermediate decline and not the 
beginning of a major drop. 

The spread between prices for good 
standard equities and prices for 
glamour stocks is sure to stop widen- 
ing sooner or later; in my opinion it 
will narrow long before the end of 
the year. On any current, or further, 
weakness, I would be more inclined 
to buy the “big” stocks, the shares of 
well-managed giant corporations, than 
to sell them and put the money in 
glamour issues. 

The market and investors now 
“know” most of the less-favorable- 
than-expected aspects of the business 
situation and the earnings outlook. 
These things are no longer unexpected 
news. Furthermore, business is not 
facing any disaster and signs of a 
major liquidation of equities are lack- 
ing. I am looking for business to be 
better late in the summer or early in 


| the fall and anticipate that the final 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 
Members New York Stock Exchange 
and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
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quarter may be the best period of the 
year in both business and the stock 
market. 

I always cringe when someone con- 
cludes that something I say or write 
is “bullish” or “bearish.” It is exceed- 
ingly difficult to get the exact shade 
of meaning over to the reader. What I 
am trying to get over to the readers 
is that I feel we are in the latter end 


of an important 

intermediate ad- 

justment in prices 

for the big stand- 

ard stocks, the 

non-glamour is- 

sues. They may, 

and I suspect they 

will, go lower before the end of July, 
but this probably is a better time to 
begin to buy them than to keep on 
selling them. In other words, we 
gradually should become more cheer- 
ful, recognizing that there may be 
some further unpleasantness in the 
tag end of the decline. 

Possibly the merchandising will be 
among the first of the non-glamour 
stocks to attract favorable attention. 
Retail distribution is better right now 
than factory production. People still 
are spending, and incomes of the 
white collar people are holding up or 
increasing. Remember that we now 
have more white collar than blue 
collar workers. 

I especially like Woolworth, Mont- 
gomery Ward, Sears, Associated Dry 
Goods, Federated Department Stores 
and Spiegel. 

Those who want a_ low-priced 
growth stock representative of the 
economic progress of Australia might 
take a look at Broken Hill Proprietary 
Co. Ltd., the shares of which are 
available at around $10 a share. This 
company has a capacity to produce 
3,900,000 short tons of steel ingots per 
year, being both the biggest steel com- 
pany in Australia and the largest 
Australian corporation. Production 
has increased from 2,048,000 tons in 
1953 to 3,576,000 tons in the year end- 
ing May 1959. Operating profits have 
more than tripled and profit margins 
per ton have more than doubled. 
Earnings for the year ending May 31, 
1959 were 57c a share, and the divi- 
dend was 20c. 

The company has about 63,700,000 
shares outstanding, but long-term 
debt is small at around $35 million. 
Anyone who buys this stock should 
put it away for a period of years. It 
probably will be a poor issue to trade 
in and out of. 

Servel, Inc. (12%) is expecting to 
earn about $1.50 a share this year, 
largely from the Burgess Battery 
division and from the automatic ice- 
maker. Earnings again will be tax 
free, due to tax credit carryback. The 
management has not given up the 
idea of acquiring other manufacturing 
operations, but it has refused to be 
pressured into paying too much for 
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such properties. Servel sold as high as 
17% last year. 

Grumman Aircraft Engineering 
(27%) is one of the few airplane com- 
panies which expects to do better in 
1960 than in 1959 when $2.24 a share 
was earned compared with $1.13 a 


share in 1958. Profits for the March | 


quarter were 88c a share against 48c 
in the March quarter of 1959. All the 
costs of developing the Gulfstream, a 


“corporate transport” larger than a | 
“personal plane” but smaller than an | 
airliner, have been written off and | 
this product now is contributing to | 
sales and profits. The company’s | 
military planes still are doing well. It | 
also has an aluminum boat business. | 

Diamond National (31), formerly | 
and Diamond | 


Diamond Gardner 
Match, is “very optimistic” about 1960 


and beyond, expects to pay a higher | 


dividend later this year. This com- 
pany has been greatly improved as a 
result of mergers, the more recent of 
which involved United States Printing 
and Lithograph Co. of Cincinnati. It 
is fundamentally a packaging outfit, 


with matches, lumber, building sup- | 
plies and woodenware down to about | 


38% of sales. Profits this year should 
exceed 1959’s $2.15 a_ share. 


of the past six years. It looks like a 

real growth situation in the making. 
At times I have said that the air 

transport business is a great “growth” 


industry, but there is not a single | 


really qualifying growth stock among 
the airlines issues. I think of the air- 


lines as “hit-and-run” stocks rather | 


than stocks one buys to keep. At this 
time of year, airline traffic and airline 
profits usually increase—and the 
stocks are likely to do _ better, 
especially if they have done badly 


during the winter. All of them possess | 


high leverage, and a few good months 
make the per share earnings look 


wonderful. Right now I think United | 


Air Lines, American Airlines and 
Delta probably are good 
stocks. There’s big leverage in Trans 
World Airlines. 

The air transport industry needs 
1) higher fares, 2) more intelligent 


regulation, and 3) a long period when | 
the design of its equipment will be | 
relatively stable. In the past, techno- | 
logical progress in airplanes almost | 


always has obsoleted perfectly good 
planes before they were paid for, and 
the new planes (always more ex- 
pensive) have kept the airlines heavily 
in debt. If the airplane development 


could remain fairly stable for five or | 
six years, it is possible that the air- | 
lines issues would gain some invest- | 
I have an idea there | 


ment standing. 
won’t be anything new developed soon 
as important as the present jet planes. 
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The | 
present annual dividend rate is $1.20. | 
The stock has sold above 40 in three | 


trading | 
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New & Revised Edition of the Famous Book 
“THE CHARTCRAFT METHOD OF 


POINT AND FIGURE TRADING” 


Not just another investment book, but a complete textbook outlining a unique and 
profitable method of point and figure charting and tradin ng in both stoc 

“The Chartcraft Method of Point and Figure 
explanation, beginning with the construction of a point and figure chart. It gives the 
reader a thorough grounding in the strategy and tactics of point and figure trading 


This book was originally authored by Ernest J. Staby in 

1947. It now has been completely rewritten and revised by 

A. W. Cohen, editor of the various Chartcraft services. Its 

basic principles have been adapted to the conditions of to- 

day’s markets. Included in this book 

the application of the Chartcraft Method to commodities, 

convertible bonds, over-the-counter stocks, and puts-and- 

Over 100 P&F Charts. 

64 Pages * 82" x 11" 

Send $2.00 Today For Your Copy 

Write to Dept. F-6 


CHARTCRAFT, INC. 


Division of Business Reports, Inc. 
LARCHMONT, NEW YORK 


by A. W. Cohen 
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Growth opportunities in Florida—and 
hard facts about pitfalls to avoid—are 
searched out and reported to you in the 
Kiplinger Florida Letter. Helps you 
avoid planting your money in communi- 
ties or projects that will not stand up. 
Helps you spot profit opportunities 
where they now exist. Alerts you to 
future super-normal growth. Gives you 
facts on changes ahead in the Florida 
economy. 


The Kiplinger Florida Letter brings 
you money-saving and money-making 
facts on: Real estate syndicates and 
developments. Acreage and homesites. 


| Boating business. Hotels, motels, tourist 


business. Citrus groves. Cape Canaveral 
missile activity. Natural gas. Oil drill- 


| ing and oil refining. Florida’s growth 
| companies. Taxes. 


Real estate assess- 
ments. Everything to help you make the 
most of Florida business opportunities, 
take the right action to avoid speculative 
dangers or to make money on sound 
growth projects. 


Florida is the fastest-growing big 
state. The whole Florida economy is 
developing fast in many different direc- 


ee Send for BONUS COPIES of: 


2 KIPLINGER REPORTS ON 
FLORIDA’S FUTURE GROWTH 


1. New 3-color Florida Population Map—Pinpoints boom- 
ing areas, shows county-by-county Florida’s population 
growth for next 5 and 10 years! Forecasts sluggish, 
backward, lagging areas, too. 


. Kiplinger Florida Highway Map—Shows location of pro- 
jected roads, routes for new highways without waiting 


Both of these valuable guides are yours FREE when you try 
the Kiplinger Florida Letter—next six months for only $12. 








tions. You should be informed of 
changes as they occur, through Kip- 
linger’s information—pointing, steering, 
judgment. It will give you profitable 
business guidance on Florida matters. 


Try the Kiplinger Florida Letter for 
the next six months, only $12. Includes 
BONUS COPIES of 2 Special Reports 
on Florida’s future growth. Mail coupon 
below, now. 


KIPLINGER FLORIDA LETTER, Dept. 4603-F 
| 1729 H Street, N. W., Washington 6, D. C. 


Send me the Kiplinger Florida Letter 


for six months, for $12, and include 
| BONUS COPIES of 2 Special Re- 
ports on Florida’s future growth. 


} C) Payment enclosed [) Bill me later 





$500 to *104,000 in 


The story of ove common stock Warrant, and how it happened. 

The above profit was made by a $500 investment in one common stock 
Warrant. Such profits were made not only by an investment in ove Warrant, 
(the R.K.O. common stock Warrant, whose story we shall shortly tell), but also 
in the Warrants of Atlas Corp., Tri-Continental, Richfield Oil, Merritt-Chap- 
man & Scott, United Corp. and a good number of others. In all of the above 
$500 investments during the past years, each grew from $30,000 to $100,000. 
In the past year. indeed in the past months, new Warrants have again shown 
large gains and we should like to ask three questions: 

1. Do you know what common stock warrants are? 

2. Do you know why common stock warrants are issued? 

3. Do you know how to keep abreast of opportunities in common stock 
warrants—when to buy warrants and when to sell warrants? 

If you cannot affirmatively answer these three questions, we believe you 


will find it greatly to your profit to read: 





1960 Edition 





THE SPECULATIVE MERITS OF 
COMMON STOCK WARRANTS 


by Sidney Fried 








Before we go any further, we should like 
to make several points clear. The historical 
examples of profits in R.K.O. Warrants and 
Hoffman Radio Warrants which we shall 
shortly describe are obviously rare, and did 
not result from a reading of our publication. 
Further the demonstrably large profits at- 
tained with many common stock warrants are 
balanced on the other side by equally demon- 
strable examples of losses. (Example: a 
$50,000 investment in Colorado Fuel & Iron 
Warrants in 1948 was worth about $1,000 
just two years later.) What «s immediately ap- 
parent. precisely in the above statistics, is the 
truly great leverage inherent in common stock 
warrants, both up and down, and our entire 
study, “The Speculative Merits of Common 
Stock Warrants,” is aimed at enlarging the 
knowledge of investors about this particular 
type of security so that potential benefits may 
be enjoyed and potential pitfalls avoided. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS was first is- 
sued in 1949. Since that time. the book has 
been brought up-to-date three times, and 
favorable’ comment has multiplied. Unso- 
licited by the publishers, orders for the 
book have come in from heads of our 
largest corporations and some of the best 
financial minds in the country, largely 
through recommendation by original read- 
ers. Among its readers have been banks, 
insurance companies, and many of the 
largest investment firms. J. K. Lasser, the 
best-known tax expert in the country, has 
called this book “brilliant.” The author of 
this work, Sidney Fried, has had a career 
including professional trader for investment 
firms, market analyst and financial writer 
for a well-known member firm of the N. Y. 
Stock Exchange, and is now recognized to 
be one of the most respected specialists in 
warrants and low-price stocks. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS is a sober, well- 
grounded book which we believe can be in- 
valuable to you, as an investor interested in 
allocating a portion of your funds for capi- 
tal growth. Let us give you some idea of 
what is contained in the pages of this book 
by partial answers to our original questions: 
1. What are common stock warrants? 

2. Why are they issued? 


58 


To give a brief definition, common stock 
warrants are certificates issued by the cor- 
poration itself, just as bonds, preferred stock 
and common stock are issued, giving the 
warrant holder the right to exchange the 
warrants for common stock issued by the 
company itself. at a stated price, within a 
stated period of time, or with no time limit 
at all, some warrants being perpetual. 


The Alleghany Corp. Warrant 


A recent example: Alleghany Corp. war- 
rants came into being in October 1952, are 
now listed on the American Stock Exchange, 
and give one the perpetual right to buy 
Alleghany common at $3.75 per share. How 
did this warrant come to be issued? A par- 
tial recapitalization for Alleghany Corp. was 
proposed in 1952 by which holders of 512% 
preferred stock with back dividend accumu- 
lations of $116 per share were offered in ex- 
change a new Alleghany Corp. bond plus 
warrants. Each $100 par share of the old 
514% preferred stock was to receive $100 
par value of the new bond pi/us 20 warrants 
giving the perpetual right to buy 20 shares 
of Alleghany Corp. common at $3.75 per 
share. The warrants were offered as an in- 
ducement to the old preferred stockholders 
to exchange their claim to accumulated back 
dividends for a perpetual claim to Alleghany 
common stock—a claim which would be- 
come much more valuable should Alleghany 
common rise in market price. Preferred stock- 
holders holding 100,000 shares of preferred 
stock accepted this plan and thus, 2,000,000 
new Alleghany perpetual warrants were cre- 
ated and are now trading on the American 
Stock Exchange. 

Demonstrating how important it is to 
watch common stock warrants, these new 
Alleghany warrants began trading initially 
around 75c when Alleghany Corp. common 
was selling at $3 on the N. Y. Stock Ex- 
change. When Alleghany common advanced 
from $3 to $11, up 266%, the warrants 
(being the perpetual right to buy common 
at $3.75) went from 75c to 7% on the 
American Stock Exchange. The warrants 
had advanced 950%, 31 times as fast as 
the common. That is how one common stock 
warrant came into existence, and it is a 
fact that most warrants come about through 


reorganizations or issuance of new bonds or 
preferred stock to which common stock war- 
rants are attached and, after issuance, traded 
separately. Common stock warrants possess, 
inherently, such a high potential, that they 
should always be foremost in the mind of 
an investor interested in capital apprecia- 
tion. To see why, here is the story of the 
long-term warrant which produced our 
heading—$500 to $104,000 in 4 years—the 
R.K.O. common stock warrant. 


The R.K.O. Warrant 


In 1940 the Radio-Keith Orpheum Co 
(R.K.O.) reorganized after some years of bad 
fortune. The old common stockholders seemed 
to fare badly. For each old share they re- 
ceived only 1/6th share new common stock 
plus one warrant, good to buy one share of 
new common stock from the company at $15 
per share. In 1942 R.K.O. common was sell- 


1944 1945 


RKO 
WARRANTS 


ing at a low of 24%4 and with general pessi- 
mism rife, the chance of R.K.O. common ever 
selling above $15, at which point the war- 
rants would begin to have some actual value, 
seemed slim. R.K.O. warrants were, therefore, 
selling on the N. Y. Curb Exchange at only 
1/16 or 6\%4c per warrant. How the picture 
changed in 4 years! As can be seen from the 
chart, R.K.O. common stock advanced to a 
high of 284g on the N. Y. Stock Exchange. 
Now, the right to buy R.K.O. common at 
$15 per share from the company when it is 
selling at $28 per share on the open market, 
must be worth $13, and the warrants did 
sell exactly at $13 on the N. Y. Curb Ex- 
change. That is the story of the R.K.O. 
warrant—$500 invested in these warrants in 
1942 was worth $104,000 four years later. 

Why is the common stock warrant so 
uniquely a potent vehicle for capital appre- 
ciation? The answer is given in a simple 
mathematical fact. 

Between 1942 and 1946 R.K.O. 
stock went from $2.50 to $28: 
Therefore, a $500 investment appreciated to 
$5,600. 

Between 1942 and 1946 
went from 6c to $13. 
Therefore, a $500 investment appreciated to 
$104,000, 

The warrant had appreciated 20 times as 
fast as the common stock! 

As is evident now, the common stock war- 
rant is a low-priced call on the future of a 
company, and at times even on the future of 
an industry. Such an opportunity arose in past 
years with a great new industry of limitless 
potential—television. The rapid growth en- 
joyed by some small companies, as distin- 


common 


R.K.O. warrants 
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4 years... 


guished percentagewise from the giants such 
as R.C.A., General Electric and Westinghouse, 
is illustrated by the leaping sales of Hoffman 
Radio, a West Coast producer of television, 
radio and special electronic apparatus. Those 
sales went from only $29,764 in 1941 to 
$5,112,889 in 1948 and soared to $29,580,510 
in 1950. 
The Hoffman Radio Warrant 

The results were to be anticipated. The 
common stock which sold at a low of around 
14% in 1948 was showing earnings of about 
$7 per share two years later and was sellin 
near the 30 mark. There were common stoc 
warrants outstanding in the Hoffman Radio 
capitalization giving the right to buy com- 
mon at $4 per share. In 1948 the best bid in- 
dicated by the records for these warrants was 
Sc per warrant. Within two years the war- 
rants were $25 bid. Based on these prices a 

200 investment in Hoffman Radio warrants 
was worth $100,000 two years later. The same 
$200 invested in the common stock would 
have appreciated only to $4,800. Again the 
warrant had appreciated more than 20 times 
as fast as the common. 

To widen the picture even more. the years 
1952-1958 saw a remarkable trend develo 
towards issuance of long-term warrants wide 
the result that former opportunities in war- 
rants have multiplied to the extent that they 
can no longer be ignored by any investor in- 
terested in capital appreciation. Below is a 
list of some of the warrants now outstanding, 
many actively trading today, many more of 
which will be actively trading in the months 
to come, and all of which can greatly reward 
your interest. 

A Partial Current List of Common Stock 


W arrants 


ACF-W rigley Stores Ocean Drilling & Expl. 
Alabama Gas Pabst Brewing 
Alleghany Corp. Pac. Cement & Agegreg. 
Armour & Co. Pittshurgh Brewing 
Associated Oil & Gas Producing Properties 
Atlas Corp. Public Service of 
B.S.F. Co. New Mexico 
Belock Instrument Raytheon Mfg. Co. 
Black, Sivalls Reading & Bates 
Brewster-Bartle Reading Tube 
Coastal States Gas 1. Rokeach & Sons 
Colonial Sand & Stone Scranton Water 
Cooper Tire Servo Corp. 
Crowell-Collier Sheraton Corp. 

Danly Machine Sidney Blumenthal 
Dunbam-Bush, Inc. Silex Co. 

Fedders Corp. So. Georgia Nat. Gas 
Fibreboard Paper Sperry Rand Corp. 
Food Fair Prop. Standard-Thomson 
General Tire& Rubber State Loan & Finance 
Genung’s, Inc. Stubnitz Greene 

Gulf Sulpbur Symington W ayne 
Hilton Hotels Textron, Inc. 

Howe Sound Tri-Continental 
Invest. Co.of Amer. United Industrial 
Jerrold Electronics Van Norman Co. 
Kawecki Chemical Victor Products 
Kerr-McGee Oil W estmoreland Coal 
Kirby Petroleum 
Lunn Laminates 
Lynch Carrier Systems 
Mack Trucks 

Martin Company 
McLean Industries 
Molybdenum Corp. 
National Alfalfa 
National Theatres 
Nortex Oil & Gas 





Canadian Warrants 


Canada Oil Lands 

Can. Southern Oils 
Can. Brit. Aluminum 
Canadian Husky Oil 
Cree Oil of Canada 
Falconbridge Nickel 
Fruebau{ Trailer of Can 
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Urgent Memo: 





PLEASE NOTE as you read the dramatic story attached, that new profit opportunities in warrants are 
opening up every day. Molybdenum Corp. of America Warrants moved from 3.50 in late 1957 to 41 
in current markets, multiplying 12 times. General Tire and Rubber Warrants ‘moved from 4 to 195 
in the last two years. And in the recent past new warrants have been issued for such important com- 
panies os Mack Trucks, Kerr-McGee Oil Industries, Sheraton Corp., Sperry Rand, Martin Company, Hil- 
ton Hotels, Textron and Fedders Corp., to name only a few. An Important Point: in rising markets $100 
invested in warrants can sometimes show as much appreciation as $1,000 invested in common stocks 

As a vehicle for large gains on a small investment, warrants are outstanding as this “$500 to 
$104,000” story demonstrates and we cannot emphasize too strongly that these large profits can be 
kept by the speculative investor as capital gains. But you must select with care. To avoid missing cur 
rent opportunities, send for your copy of THE SPECULATIVE MERITS OF COMMON STOCK WAR. 
RANTS, by Sidney Fried, today. This study gives the full story of the common stock warrant, what 
they are, when to buy worrants, and when to sell warrants. Included is a current list of 
110 worrants you should know about in the coming months 








Great Northern Gas 
Gunnar Mines 
Industrial Acceptance 
Inland Natural Gas 
Jockey Club 

Kilembe Copper 
Loblaw Cos. 

Lorado Uranium 
Marshall W ells of Can. 
North Canadian Oils 
North Star Oil 
Northspan Uranium 


Pacific Petroleums 
Patino of Canada 
Quebec Natural Gas 
Rio Tinto Mining 
Salada-Shirriff-Hor. 
Spartan Air Services 
Stanleigh Uranium 
Superior Propane 
Traders Finance 
Ventures Ltd. 

W ebb & Knapp of Can. 
George Weston Ltd. 


Forbes Magazine, the highly-res ed fi- 
nancial periodical, said of THE SPECULA- 
TIVE MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, that “. . . it throws 
a bright searchlight on a side of investment 
not known, or understood by the average in- 
vestor.” and went on to call the study “. . . 
the definitive work on this fascinating aspect 
of finance.” 

Common stock warrants have such rewards 
for those who understand them that many 
Wall Street professionals and average invest- 
ors alike have praised THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, as vitally important 
to anyone interested in capital appreciation. 
Proving of real value to all who have given it 
careful reading, this study tells the entire story 
of the common stock warrant—what they are 
—why they are issued—when they may be prof- 
itably bought and sold—the dangers to watch 
for—the opportunities to seek. It has opened 
the door to a field of such potential that an 
investor ignores it only to his own detriment. 

In the list given here, and in the many 
additional warrants now coming on the scene, 
there will be many future opportunities. So 
far we have only suggested what is contained 
in the pages of THE SPECULATIVE MER- 
ITS OF COMMON STOCK WARRANTS. 
It is our Opinion that no investor in- 
terested in capital appreciation can 
ignore the potential of the common 


RHM ASSOCIATES, 
F-156 

Fifth Avenue, 
New York 1, N. Y. 
Attached is $2. Please send 
me “The Speculative Merits 
of Common Stock War- 
rants,” by Sidney Fried, to- 
gether with Supplement. 


stock warrant, and many share our opinion 
that this book is the best possible first step to 
wards taking advantage of this potential. 

The cost of the latest expanded edition is 
only $2. Use the coupon today, and receive 
your copy of this book which, in addition to 
presenting the complete picture of the com- 
mon stock warrant, contains a full descrip- 
tion of all outstanding warrants and describes 
a method by which you can take advantage 
of current opportunities in warrants in to 
day's market. 

Careful reading of this book today. will 
help you take advantage of the many war- 
rant opportunities which will almost certain 
ly develop tomorrow. THE SPECULATIVE 
MERITS OF COMMON STOCK WAR 
RANTS, by Sidney Fried, deserves to be read 
by every investor. 

Please fill out coupon below 
and mail today. 


1960 Edition $2.00 














and Gas Company 


NEWARK, N. J. 


QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Jurie 30, 
1960: 
Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series + + $1.02 
4.1 Series .... 1,045 
4. Series .... 1.075 
5.0: Series .... 1.2625 
$1.40 Dividend 
Preference Common . 35 
Commen ..-cceccee 45 


All dividends are payable on 

or before dune 30, 1960 to 

stockholders of record May 31, 
1960. 

J. InvinG KIBBE 

Secretary 


NJPUBLIC SERVICE 
CROSSROADS OF THE EAST 














= CORCORAN, 
ice-President & Secretary 





SUNDSTRAND 


SUNDSTRAND 


CORPORATION 


* 
DIVIDEND NOTICE 


The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, pay- 
able June 20, 1960, to 
shareholders of record 
June 10, 1960. 


G. J. LANDSTROM 
Vice President-Secretary 


Rockford, Illinois 
May 17, 1960 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


Worthless Yardsticks? 


ONCE upon a time, and it really was 


| not so very long ago, it was common 


practice among investors to use cer- 
tain well-defined criteria in the never 
ending effort to establish relative, if 
not definite, values for common stocks. 


| The principal yardsticks for such 


guidance were: 1) past, present and 
probable future earnings; 2) divi- 
dends; and 3) assets. By and large the 


| intelligent application of these three 
| yardsticks, making due allowance for 


the numerous qualifying factors, 


| worked rather well even though in 


today’s markets it may seem to be an 
old-fashioned way of appraising and 


selecting common stocks. 


The substitution of intangibles for 
what we used to consider compara- 
tively reliable measures of relative 
raised havoc in the 
stock market. The fetish of “growth” 
has reached the point of absurdity 


| in numerous well-known instances 


where it would seem to be a mathe- 
matical certainty that the investor can 
no longer win. Yet, win he does, and 


| he thumbs his nose at those old con- 


servatives who just don’t understand 
that the textbooks of the past are no 
longer valid in the stock market of 
the Sixties. 

To all extents and purposes we have 


| been in a bear market for some time; 


it does not matter whether we date 


| the beginning to July 1959, or January 
| 1960. The severity of this bear mar- 
| ket, if not its very existence, has been 


obscured by the continuing strength 
of defensive-type stocks (utilities as 
well as certain foods, soaps, tobaccos, 
retail and other issues) and the spar- 


| kling fireworks of the wunderkinder 


with super-growth and romance. 
These divergent market trends have 
been a source of chagrin and con- 


| siderable embarrassment to those in- 
| vestors who have to play with open 


cards, i.e. primarily the managers of 


| investment trusts whose mediocre re- 
| sults seem to belie the value of in- 
| vestment research and of long years 
| of accumulated experience. 


This is not the first time in our 
stock market history that the yard- 


| sticks of value have been cast aside 


and replaced by a combination of hope 
and blue sky. It was only a few years 
ago that there was no finer “prestige” 
investment than Amerada Petroleum 


| which for years occupied the number 


one spot in the Favorite Fifty hit 
parade and which had to be repre- 
sented in the portfolio of any “sophis- 
ticated” investor. At its 1957 high it 


sold at over 30 

times reported 

earnings and pro- 

vided a yield of 

1.35%, ratios which 

are not unfamiliar 

to today’s buyers 

of the more popu- 

lar stocks. Presently Amerada sells at 
its lowest price since 1951, down 60% 
from its 1957 peak. It is a classic ex- 
ample of a stock which had been over- 
glamourized and, as a result, had be- 
come grossly overpriced. Such drastic 
reversal of the public’s attitude to- 
wards a former favorite should be 
remembered by all who blindly fol- 
low every fad in the field of invest- 
ment, and especially by the Johnny- 
come-latelys. 

Investors who have been fortunate 
to have included in their portfolios 
some of the spectacular performers of 
recent months are confronted with the 
difficult decision of when to sell, since 
conventional yardsticks which used to 
be a guide to some degree are no 
longer applicable. For example, at 
this year’s low of 163% Polaroid was 
selling at 70 times earnings of $2.78 a 
share, a rather fanciful ratio by any 
known standard. Yet anyone afflicted 
with the conservative notion that 
enough is enough and who could not 
visualize that anyone would ever pay 
as much as 80 times this year’s esti- 
mated earnings would have sold much 
too soon, a crime that is unpardonable 
in some people’s eyes. 

Now take a much less flamboyant 
example: American Express, which 
was discussed in this column on July 
15, 1958. The company seemed attrac- 
tive then because of the foreseeable 
tremendous increase of travel by 
Americans who would use American 
Express Traveller Cheques, American 
Express travel agency facilities and 
American Express credit cards (which 
had just been launched). The prog- 
nosis proved to be right: both earn- 
ings and the dividend rate increased 
by approximately 20% from 1957 to 
1959, and further progress seems as- 
sured in 1960 when the credit card 
division should begin to contribute to 
earnings. 

Meanwhile, however, the price of 
the common stock has just about dou- 
bled, lifting the price/earnings ratio 
from 17.5 to 28.5 and slashing the divi- 
dend yield from 3.6% to 2.25%. Obvi- 
ously, there must be a limit; the price 
of the stock cannot outpace earnings 
and dividends indefinitely, and even a 
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top favorite like IBM has been “rest- 
ing” for a year to permit earnings to 
catch up. 

I like American Express as much as 
I did two years ago, but that does not 
iraply that the stock is as attractive 
now as it was then. Investors who 
own it at a low price and who are 
allergic to paying a capital gains tax 
may want to stay with this eminently 
sound and promising situation even 
though it is very fully priced at the 
present time. 

But this stock, like others with 
equally good performance records, 
may have attained the objective for 
which it was bought. Unless American 
Express was meant to be a permanent 
investment, there comes a time to 
take a profit and then look for greener 
pastures elsewhere. 

The “elsewhere” presents the great 
question mark, of course. Should one 
buy the stocks that are in the lime- 
light as speculative favorites, or should 
one start looking among the great 
multitude of stocks that are way down 
from their highs and now appear com- 
paratively cheap. In the former cate- 
gory a good case can still be made 
for Brunswick Corp. (625%), selling 
at 15 times estimated 1960 earnings. 
The strong uptrend in Crowell- 
Collier's (25%) earnings, holding 
promise of a compounded growth of 
20% per annum, also seems to be 
deserving of investment attention. 
Another stock which combines quality 
with an above average potential is 
American Optical (50%). 

It may require more courage and 
possibly more patience as well to take 
a positive attitude towards some of 
the stocks which continuously make 
an appearance on the daily list of new 
lows. If a general rally should get 
underway this spring or summer— 
and since business conditions are not 
likely to deteriorate appreciably in the 
months ahead, there is at least an even 
chance for a fair-sized rally—it will 
be the depressed stocks that will par- 
ticipate rather than the issues which 
have been advancing against the trend 
in recent months. 

Lockheed (23%) has taken an awful 
beating which appears to have gone 
too far even if the company should 
have to carry much or all of the bur- 
den of reinforcing the entire fleet of 
Electra planes. This is a costly, but 


passing, episode which Lockheed with | 


its broad diversification will be able 
to survive. 

In the same general area it seems to 
me that Ryan Aeronautical (18%) is 
unduly depressed, selling at only half 
of last year’s high. The market obvi- 
ously ignores the company’s rapid 
transition from a maker of aircraft 

(CONTINUED ON PAGE 68) 
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WHICH $5 OR 310 STOCKS 
NOW APPEAR RIPE FOR 
SHREWD INVESTMENTS? 


Now you can get revealing reports giving analysis and opinion on invest- 
ment bargains in little-known stocks. These are stocks of HIGH-GRADE 
companies that are well managed, have good earnings prospects, yet are 
overlooked by the average investor ... We specialize in selecting these 
stocks selling under $5 or $10. A. J. G. of Westport, Conn., writes: “J now 
take 4 other services, but yours is one of the best I have seen for the small 
investor.” 


FREE REPORTS: See for yourself how large profits may be reaped from a 
small investment in these LOW-PRICED “hidden-value stocks.” The recom- 
mendations you receive are impartial. We are not an investment dealer or 
broker, and no salesman will call. To receive free SSR Reports for one 
month, just mail this ad—or postcard—together with your name and address 
to: 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-87, SEAFORD, L. |., NEW YORK 








BUY— HOLD — SELL 


To Profit from a ‘Summer Rally” 


RE YOU PREPARED TO TAKE ADVANTAGE of 

a summer rally in the stock market now? Are you 

ready to protect your gains, and invest for mew profits? 

Successful investment strategy today calls for the prompt 

sale of vulnerable issues, and purchase of selected stocks that 
offer more promising prospects for profit. 


Selected Stocks to Buy Now 


UNITED’s new Report includes purchase recommendations 
and gives specific BUY-HOLD-SELL Advice on 217 Stocks, 
including these and other active issues: 
Gen Centrels NAFI Cerp Texace Ine Am Nat Gas Gen Am Tr 
Gen Dynamics Outboard Marine Texas Util Am Smelt LOF Glass 
Gen Electric Pitney Bowes US Steel Anacenda Nat Lead 
Gen Meters Polaroid Warner Lamb Bank of Am Neo Am Av 
Gen Telephone Radice Corp Westinghouse Benei Fin Pac G & E 
Int Bus Mch Raytheen Brunswick Blk Burroughs Phil Pet 
Eastman Kedak Int Tel & Tel Revien Air Reduc Cater Trac Reyal Dutch 
Ferre Corp Leesona Sperry-Rand ACF-Ind Daystrem Thomp Rame 
Florida P&L = Minn-Heneywell Std Oi} Cal Am El Pwr Dew Chem Unien Carb 
Ferd Meter Minn Mining & Mig Std Oi NJ Am Mch Fdy du Pent West Unien 


FREE WITH $1 TRIAL OFFER: See for yourself that a dollar 
bill can still give you a handsome return. Send only $1 for the next 
4 weekly issues of UNITED Reports, and receive without additional 


charge, this Report “BUY-HOLD-SELL ADVICE ON 217 STOCKS” 
(This Special Offer is open to new readers only.) 


——FILL OUT COUPON AND MAIL TODAY WITH i> 


Sent to you by Airmail $1.25 D 





BOSTON 16, MASS. 
1 Serving more individual investors than any other advisory service. 














Free COMMODEX Charts 


SOYBEANS:WHEAT 
RYE*CORN-:OATS 
EGGS » POTATOES 
FATS&OILS*MEAL 


COMMODEX 
SYSTEM 


of Automatic Trading 
In Commodity Futures 
By Edward B. Gotthelf 


Foreword by 


eonewe Watts Jr., Chairman, 
New York Mercantile Exchange 


a helps you trade profitably 
by oases clearly when markets are gain- 
ing or losing strength. THE COMMODEX 
SYSTEM tells what every trader must 


COMMODEX 


90 West Broadway, New York 7, Barclay 7-6730 


LET US 
MAKE YOU A 
BARRON'S 
SUBSCRIBER 


For the Next 17 Weeks For $5 


Here is a way to discover, at low cost, how 
Barron's National Business and Financial 
Weekly gives you complete financial and in- 
vestment guidance—the equivalent of nu- 
merous special services that cost much more. 
A trial subscription—17 weeks for only $5— 
brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight . 
the investment implications of current liti- 
cal and economic events, and corporate ac- 
tivities .. . the rspective you must have to 
anticipate tren pad grasp profitable invest- 
ment opportunit fies. . the knowledge of un- 
derlying trends, imm nediate outlook, vital 
news and statistics, which indicate the real 
values of stocks and bonds, real estate, com- 














modities. Compactly edited to conserve your | 


time, yet keep you profitably informed. 

No other publication is like Barron’s. It is 
especially edited for the man who is worth 
over $10,000, or who saves $1,000 or more a 


ear. It is the way weekly affiliated with | 


w Jones, and has full use of Dow Jones’ 
vast, specialized information in serving you. 


Try Barron's and see for yourself how this | 


complete weekly financial news service gives 
you money-making, protective information 
you need in managing ra business and in- 
vestments wisely, profitably, in the eventful 
weeks ahead. 


$5 for 17 weeks’ trial; full year’s sub- | 


ocvintlon only $15. Just send this ad today 
with your check for &; or tell ~ to bill you. 
rron’s National Business and Financial 


ra ly, 392 Newbury Street, Boston 15, Mass. | 
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INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Some Bank & Utility Stocks 
With Good Prospects 


Leapinc bank and utility companies 


| should continue to make a good show- 
| ing during the period ahead. In this 
| connection, I wish to call readers’ at- 
| tention to two important companies in 
| each of these fields where I believe 
| prospects are good for rising income, 
| safety and moderate long-term ap- 
| preciation. 


Commonwealth Edison supplies 


| electricity in the city of Chicago and 


northern Illinois. Service area con- 
approximately 11,000 square 
miles, with a population of around 6.8 
million—3.8 million in Chicago and 3 


| million in neighboring communities. 


In addition to substantial residential 
business, the company enjoys large 
commercial and industrial revenues, 
as the area served is one of the most 
important manufacturing centers in 
the country. Beyond the city, agri- 
cultural activities are also an im- 


| portant source of revenue. 


For the period 1952-57, earnings 
averaged $2.46 per share. In 1958 and 
1959 they rose to $3.20 per share and 
$3.68 per share respectively, and for 
1960 are estimated at $3.80-$3.90 per 
share. Total volume of business since 
1952 has risen from $304.3 million to 
an estimated $480 million this year. 
In 1958 the company inaugurated a 
program of supplementing the annual 
cash dividend of $2 with a stock divi- 
dend—2% was paid in 1958 and 244% 
in 1959. At its present price of 57, 


the yield, includ- 

ing stock, is 55%4% 

The company is 

well regarded in 

investment circles 

for, as of a recent 

date, 353 institu- 

tions owned it. 

Price range during the last year, 
64-55. 

Girard Trust Corn Exchange Bank 
(traded over-the-counter) is the third 
largest bank in Philadelphia and the 
37th largest in the U.S. There are 37 
branch offices located in the city and 
surrounding vicinity. During the first 
quarter of this year earnings of lead- 
ing Philadelphia banks were 22% 
higher than the same period a year 
ago. Girard’s earnings during this 
period rose from 95c a share to $1.26 a 
share—an increase of 33%. The 
chances are good that this trend will 
continue for the balance of the year, 
although perhaps at a lesser rate. For 
the full year it is possible earnings 
will reach $4.75-$5 vs. $4.22 per share 
in 1959. 

Dividends have been paid each year 
since 1837 (123 years) with the cur- 
rent annual rate being $2.40. Early 
this year, a 10c extra was declared, so 
that the indicated annual rate for 1960 
is $2.50. Should the improvement in 
earnings continue for the full year as 
anticipated, it is possible that the 
regular dividend will either be in- 
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creased or supplemented by a larger 
extra of perhaps 20c-25c. At any rate 
the company is first class and offers 
conservative investors an excellent 
opportunity for a good return, plus 
safety of principal and a-chance of 
capital gains over the long pull. Re- 
cent price, 53; yield, 454%. 

National Bank of Detroit (traded 
over-the-counter) is the largest bank 
in Detroit, Mich. and the 11th largest 
in the country. There are 65 offices 
in the metropolitan area. The com- 
pany was chartered in 1933 to take 
over certain assets of the First Na- 
tional Bank—Detroit and the Guar- 
dian National Bank of Commerce, also 
of Detroit. In 1952 it merged with 
Wayne State Bank, First National 
Bank in Plymouth and Plymouth 
United Savings Bank. Im 1955 it 
merged Grosse Pointe Bank, Roches- 
ter National Bank and Utica National 
Bank. And in 1956 the Peoples’ State 
Bank of Belleville ard Farmington 
State Bank were also merged. 

The company operates commercial, 
savings, foreign and trust departments. 
Earnings have increased each year 
since 1946, having risen from $2.16 per 
share in that year to $5.10 in 1959. 
Earnings of $5.50-$5.60 are estimated 
for 1960. The current 50c quarterly 
dividend, which was raised from 45.3c 
per share in the second quarter of 
1959, is conservative and yields only 
3.7% on the recent price of 54. How- 
ever, I believe it entirely possible that 
another increase will be forthcoming 
sometime during the next 12 months 
or so. Meanwhile, the company is A- 
plus, and I believe purchases at or 
around its current level will prove re- 
warding in due time. ‘ 

Washington Gas Light is an old 
company, having been incorporated in 
Washington, D.C. in 1848. The com- 
pany supplies natural gas in the na- 
tion’s capital and surrounding com- 
munities in Maryland and Virginia. 
In 1959 the company acquired The 
Shenandoah Gas Co. which serves 
Winchester and two other communi- 
ties in Loudon County, Va. and also 
supplies gas at wholesale to Martins- 
burg, W. Va. The company’s service 
area has a population of about 1.75 
million and is largely residential. 

During the last decade sales have 
tripled, as federal activities and pop- 
ulation growth in the capital have 
boomed. During more recent years 
suburban growth has been on the up- 
grade, and it is believed that further 
gains in this connection will add im- 
portantly to revenue in the years 
ahead. Volume has also been boosted 
by the increased usage of space 
heaters and gas air conditioning. Gross 
revenues last year totaled $63 million 
and are estimated at around $68 mil- 
lion this year. Earnings last year were 
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$3.50 per share vs. $3.37 per share in 
1958 and $2.77 per share in 1957 and 
are estimated at around $3.60 per 
share in 1960. Dividends, which have 
been paid every year since 1851, are 
currently 56c quarterly, and it is pos- 
sible that the rate will be increased to 





60c sometime this year. Recent price, 
45; yield, 5%. Price range during the | 
last 12 months, 54-45. This is a first- | 
class investment and should be a good | 
one to own during the years ahead. | 

I also wish to bring readers up to | 
date on the progress of Quaker City | 
Life Insurance, recommended here | 
several times during recent years. | 
“The net results of the year 1959 fully | 
demonstrate the basic strength and | 
stability of Quaker City Life Insur- | 
ance Co, Net gains from operations 
increased to $1.5 million, marking the | 
highest profit year in the company’s | 
history. Earnings per share were $3.52 
compared to $2.85 for 1958, based on | 
437,583 shares of stock. In the first | 
four complete years of public owner- | 
ship, Quaker City experienced dra- 
matic increases in all phases of its 
operations; net gain increased from 
$298,831 in 1955 to $1.5 million in 1959 
—an increase of over 500%; premium 
income expanded from $9 million to 
$12.9 million; assets nearly doubled 
from $12.7 million to $22.9 million, and 
insurance in force climbed from $190.4 
million to $268.4 million.” 

The company has continued its 
policy of acquiring other life insurance 
companies, and in 1959 acquired the 
Seminole Life Insurance Co. of Flori- 
da. In addition, new districts were 
opened in Gary, Ind., and Winston- 
Salem and Elizabeth City in North 
Carolina, so that at the year-end busi- 
ness was being conducted in 19 states 
and the District of Columbia. Divi- 
dends last year totaled 75c plus 10% in 
stock, which is the indicated rate this 
year. The yield (including stock) on 
the recent price of 46 was 11.6%. I 
believe the company will continue its 
excellent performance, and I continue 
to recommend the stock. 
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CHANGE OF ADDRESS 


Please send old address (ex- 
actly as imprinted on mailing 
label of your copy of Forses) 
and new address (with zone 
number if any); allow four 


weeks for changeover. 


FORBES SUBSCRIBER 
SERVICE 


70 Fifth Avenue 
New York 11, N. Y. 











BUY-HOLD-SELL 
‘SUPER GROWTH 
STOCKS NOW? 


In the past 12 to 18 months a group of 
what can truly be called ‘super growth’ 
stocks (see below) have soared almost 
ay — offering mame up to 
$7104 on each $1000 inves: 


Aerojet Gen 


Gen. Time 
Litton Ind. 
Texas Instr. 


Rexall Drug 

Thiokol Chem. Univ. Match 

Varian Assoc. Zenith 

For your outlook now on new ‘super 

growth gains’, we have prepared 2 Spe- 

cial Reports. One is: “Buy-Hold- Sell 

Ratings for New Profits on 14 Current 

Growth’ Stocks” — in which we 
4 of the above stocks. In 


io New Profits.” 

yours as a double bonus now when you 
send just $1 (new readers only) to try 
our weekly advisory service ‘The 
Growth Stock Letter’ for the next two 
weeks. Mail this ad, your name, ad 
dress, and $1 today to Dept. F-54 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
Y SS HILLS } Si MASS 
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DIVIDEND NOTICE 


A Growth Company 
Serving 
Growing Industries 


The Board of Directors 
has this day declared a 
quarterly dividend of 
$0.30 per share on the 
common stock payable on 
June 15, 1960 to share- 
holders of record as of the 
close of business June Ist. 
R. E. REIMER 
Ezecutive Vice President 
and Treasurer 
April 29, 1960 
Dallas, Texas 








SZ DETROIT 
SY/ STEEL 
~ CORPORATION 


COMMON STOCK DIVIDEND NO. 121 


A quarterly dividend of 25 cents a 
share, declared April 22, 1960, will be 
paid June 29, 1960 to holders of record 
at the close of business June 15, 1960 


R. A. YODER 
Vice President—Finance 

















A $10,000 
MISTAKE 


A Wall Street Journal 
Subscriber's Experience 


After years of slow progress, I decided to 
broaden my outlook by finding out more 
about what goes on in the business world 

One thing I did was to subscribe to 
The Wall Street Journal. Believe me, it 
has paid off. The reports in The Journal 
come to me daily. I get the facts in time 
to protect my interests or seize a profit. 
Last year I earned $5,000 more than the 
previous year. Why didn’t I subscribe to 
The Journal two years sooner? I was 
wrong not to. It was a $10,000 mistake. 

This story is typical. The Journal is 
valuable to owners of small businesses. 
It is a wonderful aid to salaried men 
making $7,500 to $25,000 a year. 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad St., New York 4, N. Y. 


CONSECUTIVE 


The board of directors of 
Seaboard Finance Com- 
pany declared a regular 
quarterly dividend of 25 
cents a share on Common Stock, pay- 
able July 10, 1960 to stockholders 
of record June 16, 1960. 
PREFERRED STOCK DIVIDENDS 
The Directors also declared regular 
quarterly dividends of $1.1834 on 
the $4.75 Sinking Fund Preferred 
Stock, $1.25 on the $5.00 Sinking 
Fund Preferred Stock, $1.25 on the 
$5.00 Convertible Preferred Stock, 
Series B, all payable July 10, 1960 
to stockholders of record June 16, 


1960 
aprit.28,1969 Edward L. Johnson 
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| DOW THEORY LETTERS 


by Richard Russell 


Read by oy Rtcte and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON’ 
month 
($50.00 annually, Airmailed.) 


S, and a one- 


trial subscription (4 issues), $1.00. 


Dept. F, 125 East 93rd Street, N. Y. C. 28 








64 





The Interim Technical Review 


Thorough appraisals of current & antici 

stock trends, 

careful timing efforts. 

& private investors & treders as a thoughtful, 

qenceice’. moderate-cost_ service (bi-weekly). 
lustrated Point 


stressin, een selectiv 4 *t 


professional 


e charts. Details 
recent issue from 


& free copy o 
Dept. F-3, Box 91, Wall St. Sta., 
New York City 5, N. Y. 








TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


The Three Trends of U.S. Rubber 


THe Pomst & Ficure charts re- 
produced below show you, on the left, 
the price action of U.S. Rubber (R— 
about 55 toward mid-May) in long- 
term perspective; and, on the right, 
a “close-up” view of its major and 
intermediate trends. Although many 
people who work with charts seem to 
think that a few months of price 
history is enough to work with, I 
usually find that it is better to get as 
broad a view as possible. 

As the left-hand chart shows you 
quite clearly, U.S. Rubber common 
has been in a long-term uptrend for 
many years, which is, of course, true 
of the stock market in general. This 
specific long-term rise consists so far 
of two major uptrends (1941-56 and 
1957-59, figuring from lows to highs) 
and can be defined by trendline A, 
plotted across their low points. The 
two major uptrends are separated by 
the major downtrend of 1956-57, and 
another major downtrend from the 
1959 high is now in force. As you can 
see from the price targets (solid 
circles) that I have plotted, the loca- 
tion of the major-trend highs and 
lows can be accounted for in P&F 
terms by lateral measurement of their 
preceding reversal bases and top 
reversals respectively. Measurement 
of the latest (1959) top, on the 60 and 
63 levels, from col. 1 to col. 3, shows 
five columns of price reversal, so that 
we can plot price targets five units 
down on the 45 and 48 price levels. 

What I find of particular significance 
is the fact that the current major 
downtrend has so far taken place at a 
less acute angle of decline than its 
1956-57 predecessor. This is indicated 
by the somewhat gentler slope of 
trend parallels Y and Y1, compared 
to parallels V and V1. (The lower par- 
allels indicate the trend along which 
demand became recurrently strong 
enough to produce rallies within the 


major downtrend. 
The upper paral- 
lels_ define the 
trend along which, 
conversely, supply 
became over- 
whelming enough 
to force resump- 
tions of the major 
downtrend.) At the recent lows, as 
you can see, price action made con- 
tact with line Yl and now holds not 
too far above long-term uptrend line 
A, which passes at about 45 beneath 
the last entry on the left-hand chart. 
The question now before the tech- 
nical analyst is whether line A can 
remain intact, i.e., whether the long- 
term uptrend is likely to stay in force. 
The answer depends on whether the 
current major downtrend is likely to 
extend sufficiently further to carry the 
price action materially under line A. 
As part of the major downtrend 
from the 1959 high, an intermediate 
downtrend has been in effect from the 
December high (66). It can be defined 
by trendlines X and W and is visible 
in some detail on the right-hand chart 
(which is plotted to show price 
reversals in terms of two-point units). 
You can see that these two lines are 
not parallel. The fact that they con- 
verge suggests that demand at minor 
lows within the intermediate down- 
trend has become progressively more 
confident, even though these lows are 
on a downward line. The increasing 
aggressiveness of supply at rally tops 
since December, indicated by the more 
steeply sloping line X, now seems to 
have received a setback because price 
action in May started to move across 
line X on the right-hand chart. 
This suggests at least an interrup- 
tion in the major downtrend by means 
of an intermediate-trend rally. It is, 


*Mr. Schulz is a partner in Wolfe & Co 
member of the New York Stock Exchange 
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of course, possible that a_ price 
improvement will not carry beyond | 
the tentatively plotted parallel W1 (of | 
the intermediate downtrend). But it | 
seems more likely to me that, given a | 
reasonably constructive market cli- | 
mate, a new intermediate uptrend 
should at least make contact with line 
Y (upper parallel of major down- 
trend). 

There are several reasons for this 
view. The downside targets that can 
be plotted from the 1959 top on the 
two-point unit chart (cols. 1 to 3 and 
2 to 3), corroborating those on the 
three-point unit chart, stand on the | 
49 to 45 levels. The higher target 
suggests that at least the intermediate | 
downtrend has been exhausted; and | 
the lower target is not so distant as to 
suggest that the major downtrend 
might not also be finished. Both 
targets rest in a trading range where 
in the past supply and demand were 
held in balance for long periods of 
time, where two substantial uptrends 
originated (1956 and 1959), and where 
the technician would thus expect fresh 
and substantial demand on the present 
occasion as well. In short, targets, 
trendlines and demand zone indica- 
tions combine to support the con- 
clusion at the present juncture that 
an intermediate uptrend should 
emerge and that it should be able to 
carry as far as line Y, i.e., at least 


above the minor February rally tops 
at 57. 


In this connection, you can see on 
the right-hand chart that the move 
across line X has created the appear- 
ance of a latent new reversal base 
which would need extension by only 
one more price-reversal column to 
yield a tentative target at 59 from 
measurement on the 51 line (columns 
4 to 5). And you can also see that a 
move to the 59 level would make a 
completed reversal base quite appar- 
ent. If, in this hypothesis, we assume 
some further lateral price action, to, 
say, column 6, we can project another 
tentative target to 63 from the 53 level. 

This latter target would reach clear- 
ly beyond line Y and could thus even- 
tually suggest a rise across it, which 
would be a strong hint that the major 
downtrend had been reversed. It 
might then become logical to take a 
measurement of the completed base 
on the 55 level from col. 3 to col. 6, 
which would result in a target at 67. 
This target, which is naturally still 
hypothetical, would stand above the 
last intermediate rally top (65 in 
December) and would thus tend to 
corroborate the assumption that a new 
major uptrend to new highs could 
materialize. 

Major-trend developments of this | 

(CONTINUED ON PAGE 69) 
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DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 25¢ per share on 
the Common Stock, payable July 1, 
1960, to stockholders of record at the 
close of business June 9, 1960. 

D. J. WINFIELD 
May 20, 1960 Treasurer 


SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 




















4 ELECTRONIC STOCKS TO RISE 
ON SOARING EARNINGS 


Including one Special Situation “comeback” stock and another we 
select as a future blue chip that is still at Only 13 Times Earnings 


In the past six months, while the rest of the market has made 
little headway, electronic issues have continued to turn in a 
spectacular profit performance. 


WHY? 

J] 
The answers are, we believe, fundamental to all people interested in stock 
profits today. 


First, the earnings for many electronic issues have been soaring. And 
second, the “standard” price-earnings ratios simply do not apply to 
stocks that are compounding sales and earnings gains, year after year. 


For example, two years ago Texas Instruments, selling at 86 and earning 
$1.84, was 46 times earnings. Polaroid, at 100 and earning $1.86, was at an 
“impossible” 53 times earnings. Yet, if you had applied the usual 15-1 P-E 
ratio to these stocks in their early days, you would have missed two of the 
most spectacular stock performances in market history. 


Not that we want to imply that conservative P-E ratios should be tossed out 
the window for most stocks—or even many electronic stocks. But for certain 
issues with steeply rising earnings and the technological genius to compound 
them every year, we believe the standard market evaluation techniques do 
not apply. 


4 Electronic Stocks Most Favored for 1960 Gains 


Of the 508 electronic issues we study, we have selected just four that have 
both soaring earnings and the “genius” management that promises growth 
unlimited. They are all working in such advanced technological areas, they 
make even many other electronic products obsolete. And one is selling at 
only 13-times, and another at 18-times 1960 earnings. 


og | SPECIAL INTRODUCTORY OFFER 


You may have a copy of this new Report on “4 ELECTRONIC STOCKS TO RISE 

ON SOARING EARNINGS” along with our latest Evaluations of 168 Leading Elec- 
tronic Stocks, plus 2 issues of our bi-weekly SCIENCE & ELECTRONICS INVEST- 
MENT LETTER — for just $1. Fill in and mail the coupon below TODAY. 


SCIENCE « ELECTRONICS wvestment verter 


Babson Park, Mass. Published by Spear & Staff Inc. 


Yes, here is my $1. Send me your (0 Check here if you prefer 3-month subscrip- 
Report on ‘4 Evecrronic Stocks tion at special rate of $25. (Regular rate $30.) 
To Rise on Soartnc Earnincs”’ 

and your Latest Evaluations on NAME.. 

168 Leading Electronic Stocks... 

plus 2 issues of the bi-weekly Sci- STREET... 

ence & Ex.ecrronics INVESTMENT 

L&TrrTer. ES . evvveeek ONE 


: STATE...... 
THESE OFFERS OPEN TO NEW READERS ONLY 
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| For The Growth Minded Investor fi 
free oe 


PAY eT OS 
Aviation-Electronics- 


Electrical Equipment Shares 
Of GROUP SECURITIES, INC. 


Mail this advertisement. 


book!et-prospectus 
describes... 


Name 





Address 
DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 








T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


* 
OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset value 
There is no sales load or com- 
mission. 


REDEMPTION PRICE: Net asset 


value less 1%. 





Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 











Weystone 


INCOME FUND 


A Mutual Investment Fund which seeks 
HIGH CURRENT INCOME from se- 
lected Stocks and Bonds without undue 
risk to capital. 

S— For FREE descriptive Pro- 
spectus, mail this ad with your name 
and address to Dept. G-20 

THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Mass. 





PHELPS DODGE 
CORPORATION 


The Board of Directors has de- | 
clared a second-quarter dividend | 
of Seventy-five Cents (75¢) per | 
share on the capital stock of this | 
Corporation, payable June 10, 
1960 to stockholders of record 
May 23, 1960. 

M. W. URQUHART, 


Treasurer. 














| May 4, 1960. 











THE FUNDS 


Sales Promotion: 
SOMETHING FOR EVERYONE 


At breakfast one day in early April, 
Mr. Ross Jorgensen of Norwalk, 
Conn. read the details of a picture- 
puzzle contest on the the back of a 
Wheaties cereal box. In 19 years of 
marriage and contest-entering to- 
gether, the 39-year-old salesman and 
his wife, Marian, had never won so 
much as a free sample. But that 
morning they determined to invest a 
3c postal card and try again. Result: 
the joy was unconfined on Norwalk’s 
Bayne Street last month. The Jorgen- 
sens’ entry was picked as the grand- 
prize winner out of a field of more 
than 1.5-million other contest lovers. 
The grand prize: $30,000 worth of 
Dividend Shares. 

Everybody Happy? This was the first 
time fund shares were ever awarded 
in a nation-wide contest, according 
to the contest’s sponsors. The whole 
affair seems to have worked out well 
for everybody concerned. A Wheaties- 
eater since he was eight, Mr. Jorgen- 
sen was understandably grateful to 
General Mills, who sponsored the con- 
test. General Mills was greatly pleased 
with the shares as contest bait. 

And how about Calvin Bullock, Ltd., 
distributors of Dividend Shares, who 
provided the prize? Apparently it 
worked out well for Bullock too. 
“We think it was well worth it,” ex- 
plains Executive Vice President Rob- 


; ert Clark. General Mills prominently 
mentioned Dividend Shares in nearly 
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|For ONLY $6.00 A YEAR 
|The Mutual Fund Reporter 


| Gives All Mutual Fund Sales, Purchases & Holdings. Same 


FLORIDA... NEW 
ACCOMMODATIONS 

NEW ATTRACTIONS 

FOR THE BIGGEST 

SUMMER SEASON EVER 


FLORIDA 
POWER 

& LIGHT 
COMPANY 


MIAMI, FLORIDA 


DIVIDEND NOTICE 


A quarterly dividend of 24c 
per share has been declared 
on the Common Stock of the 
Company, payable June 22nd, 
1960 to stockholders of rec- 
ord at the close of business 
on May 27th, 1960. 


ROBERT H. FITE 
President 





FLORIDA... 
UNEXCELLED 
CLIMATE FOR 
BUSINESS AND 
INDUSTRY! 


P.O. Box 1-3100 
MIAMI, FLORIDA 





—42nd Consecutive Dividend 


The Board of Directors of indiana General 
Corporation, at a meeting held May 10, 1960, 
declared a quarterly dividend of 30 cents per 
share, payable on June 10, 1960, to share 
holders of record as of May 20, 1960. 

At the same meeting the Board of Directors 
approved a two-for-one stock split to be 
issued on June 10, 1960, to shareholders of 
record at the close of business on May 23, 
1960. Each shareholder will receive one 
additional share for each share held on the 
record dote. 


ROBERT F. SMITH, President 
May 10, 1960 


Specialists in Magnetic Materials since 1908 
INDIANA GENERAL 


“Word of Mouth’ 


Valparaiso, indiana 
Most new subscribers come to us that way . . . For 
@ non-peripatetic approach toward capital building, 
getting better income, avail yourself of these pene 
trating weekly advisory letters. SPECIAL OFFER 
8 weeks triol, just $2. Clip this ad. Mail today 


THE BUCK INVESTMENT LETTER 


Danville, California 

















is i yhere for $30-$65 a year! 
Since we cover only Mutual Funds we can include 
this as a regular feature! Fund activities are guided 
by the world’s most experienced Bankers & Advisors 
and their activities often foreshadow market changes 
ALSO, reports on all Funds, Articles, the how-and 
why of mutual investing. Please mention name of 
paper in which you saw this ad. Issued monthly. 

Reporter 


Send check to: The Mutual , Box 


| 134, Fair Haven, New Jersey. 
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$500,000 worth of magazine, news- 
paper and TV advertising—and on 40 | 
million cereal boxes. “We feel confi- 
dent,” says Calvin Bullock President 
Hugh Bullock, “that this will make 
Dividend Shares one of the best- 
known mutual funds in the US.” 
None of this, of course, cost Dividend 
Shares stockholders a dime, since it 
was paid for entirely out of the dis- 
tributor’s own promotion budget. 





Market Performance: 
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THE NO-LOADS 
' DIVIDEND NOTICE 
How do the no-load mutual funds* 


do in comparison with their more ex- Regular quarterly dividend of $1.75 per share on the Preferred 
pensive brethren that charge 8% Stock and regular quarterly dividend of $.55 per share on the 
leaden? Ge tar an the Grek Gee mntniis outstanding Common Stock of P. Lorillard Company have been 
of 1960 were concerned, the answer declared payable July 1, 1960, to stockholders of record at the 
would be: about the same. By mid- close of business June 3, 1960. Checks will be mailed. 

May Standard & Poor’s average of New York, May 18, 1960 G. O. DAVIES, Treasurer 
500 nny Foes down 7.6% re 4 FIRST WITH THE FINEST Ceneereee~taneuen LORILLARD RESEARCH FH60< 
year-end. Forses’ average of the ten a 
biggest stock mutual funds was down a W60L: 5 ToL P PZenillard: 200%: Anniversary / 960 

6.6%. And the no-load funds? The Pe TWO HUNDRED YEARS OF TOBACCO EXPERIENCE 
10 largest no-load stock funds were Ci 
off a slightly smaller 5.3% on average. es __] 

As might have been expected, bal- ae _— STRAIGHTS er’ hee yy 
anced funds behaved better than the Km Size Kon Size Crush-Proof Box a 
stock funds in the declining market. OLD GOLD FILTERS Crush-vroof Box EMBASSY 

As with all funds, however, there King Size King Size 
were some big differences in perform- Smoking Little Chewing Turkish 
ances among the no-load funds (see Tobaccos Cigars Tobaccos Cigarettes 
table). T. Rowe Price, for example, BRIGGS BETWEEN BEECH-NUT MURAD 
was down just 1% and Energy Fund’s UNION LEADER THE ACTS BAGPIPE HELMAR 


: > FRIENDS MADISON HAVANA 
and Johnston Mutual s net asset value EEDA HOUSE nes 
actually rose slightly. 














*Funds which employ no salesmen, there- 


fore do not charge the usual 8% or so sales 
commission; like other funds, the no-load 
companies do, however, levy an annual man- 
agement fee 


; Our staff, using the latest market statistics, has Out of this has come our exclusive list of 23 
Here is how the no-load mutual 


- aie just completed a most timely survey. It examined _stock-split candidates. It could be extremely 
funds fared in 1960's difficult mar- the history, price, earnings potential ond capi- valuable to you. As you know, stock-splitting 


ket through mid-May. The figures talization records of hundreds of companies for ee vy a gh pte ol there to es popular 
show changes in net asset value stock-aplit ibiliti w. iat ieee ‘ vying level. is usually ottracts more investors 

plit possibilities. We wanted to find ou Demand for the stock goes up. And often, so 
per share after crediting back which companies might exchange 2, 3 or even do prices and dividends. This list is available 
capital gains distributions but not 4 shares of new stock for 1 of the old in 1960. nowhere else, but you can hove it 


regular dividends. SENT TO YOU WITH OUR COMPUMENTS 
COMMON sTOcK Total Assets 


Now—for a limited time only—to clearly demonstrate the value of the Dow Theory 

FUNDS (millions) % Change Investment Service, we will send you this valuable list of 23 STOCKS LIKELY TO 
Seater, Roca = may . ‘Re 5.7% SPLIT IN 1960 with our compliments, together with a 30-day trial subscription to the 
a Vewh Mutua! Ce. a Service. We offer this combination as a current example of the kind of useful, up-to- 
Seein Ree & Farnham the-minute information our subscribers receive every week. This offer is open to new 
trial subscribers only. All we ask in return is the cost of postage and handling ($1 


de Vegh Investing Co. 


Energy Fund 

Penn Square Mutuol 
Please enroll me os a Trial Subscriber DOW THEORY FORECASTS, INC., Dept. F 6-1 
to your Dow Theory Forecasts Invest- 17 East 48th Street, New York 17, New York 


~ 
— 


=n 0Se=s 


- 
wmomwownot 
WO — ON —w~O 


wonNeNa ovo 


Northeost Investors Trust 
American Investors Fund 
General Securities 
Average 
ind ' ‘ ment Service and send me your com- 
BALANCED FUNDS plete Service for the next 30 days, 
Scudder, Stevens & Clark including your new exclusive list 
Loomis-Sayles “23 ST Ks LIKELY TO SPLIT IN NAME sale 
Stein Roe & Farnham 1960." 1 on $1 to help cover please print ploinly 
Johnston Mutual Fund Y handling charges. It is 
Haydock Fund orm Ry that all the information 
Average you send me is mine to use as | see 
fit, without further obligation. (We 
will even return your dollar if you 
don’t like our service.) city ZONE__ STATE 





ADDRESS 
Stonderd & Poor's 500 
Forbes’ 10 stock funds 
Forbes’ 10 balanced funds 


LON VONONWSs 
Boao ONNVOD 
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the PREFERRED 


way to lease trucks 
because it's national 


in experience and 
service-local in costs 
and controls 


supplies everything but the 

driver ot flexible, local-level 
costs. On-the-spot management provides 
highest efficiency; full-service, one-invoice 
truckleasing—the LEASE-FOR-PROFIT way. 
lease a new Chevrolet, or other fine truck, 
operate it os your own with no investment, 
no upkeep. 
For facts about full-service, “‘Lease-for- 
Profit"’ truckleasing—and the name of your 
local firm, write: 


mo NATIONAL TRUCK 
7 LEASING SYSTEM 
Naliond ease Ratner 
Coneda, ond Puerto Rice 


23 EINGKSON BLVD, SUITE: R-6 CHICAGO 4, LL 
JLONGISLAND LIGHTING COMPAN 








QUARTERLY 
DIVIDEND 


PREFERRED STOCK 
The Board of Directors has de- 
clared the following quarterly 
dividends payable July 1, 1960 
to holders of Preferred Stock 
of record at the close of busi- 
ness on June 6, 1960. 

Series Per Share 
Series B, 5% $1.25 
Series D, 4.25% $1.0625 
Series E, 4.35% $1.0875 
Series F, 4.35%  $1.0875 
Series G, 4.40% $1.10 

VINCENT T. MILES 
Treasurer 





May 25, 1960 








E. lou PONT DE NEMOURS &COMPANY 


GU POND 


cso 
Wilmington, Del., May 16, 1960 


The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a shore on the Preferred Stock—$4.50 
Series and 87'2¢ @ share on the Pre- 
ferred Stock—$3.50 Series, both poy- 
able July 25, 1960, to stockholders of 





record at the close of business on July 
8, 1960; also $1.50 a share on the 
Common Stock as the second quarterly 
interim dividend for 1960, payable June 
14, 1960, to stockholders of record at the 
close of business on May 23, 1960. 


P. S. pu Pont, Secretary 





| Manufacturing 
| $2.60) could be a very interesting 
| long-term 
| other than the fact that the company 
| is a one-world beneficiary. Almost 
| half of last year’s sales came from out- 
| side the U.S. and Canada. 


LURIE 


(CONTINUED FROM PAGE 54) 


Flintkote, around 36 paying $1.80, 
comes to mind for there has been a 
major change within the company 
during the past three years. Witness 
the fact that acquisitions via debt and 
convertible preferred plus expansion 
from within have increased the num- 
ber of plants from 42 in 1955 to 80 in 
1959. 

At the present time, Flintkote is 
probably more dependent on heavy 
construction than the residential 
building market as such. Moreover, 
there has been a shift in product 
emphasis to businesses which have 
greater price stability than the com- 
pany’s old established lines. Equally 
interesting, the repair and moderniza- 
tion field is perhaps twice as impor- 
tant as new construction in influencing 
sales of the company’s traditional 
lines. Flintkote is a revitalized build- 
ing materials company with a most 
impressive long-term potential. Des- 
pite a slow start, this year’s earnings 
could reach $3 per share as compared 
with $2.61 in 1959. 

Obviously, corporate size and pres- 
tige are not a substitute for glamour or 
dynamics. But misunderstood Singer 
(around 60 paying 





speculation for reasons 


Signifi- 
cantly, European sales and earnings 


| were the best since World War II and 


the company is expanding facilities to 


| take advantage of the European Com- 


mon Market. 

No less important, for much has 
been written about the flood of low 
priced imports, Singer domestic sew- 
ing machine sales reached record high 


| levels in 1958. Equally interesting, the 


pre-tax profit margin which had tum- 
bled to 5.3% in 1958 increased to 7.8% 
last year. Further improvement is in 


| prospect this year and next as the 
| plant consolidation and rehabilitation 
_ | program inaugurated by the new man- 
| agement reaches the pay point. Last 
| year’s earnings were $4.12 per share, 


a 52.6% increase over the $2.70 earned 
in 1958. 

Chances are, everyone reading this 
column knows R. R. Donnelly & Sons, 


_ the printer of telephone directories for 
| the Bell System and many independent 
| telephone 


companies. But there’s 
much more to Donnelly’s business 


| than telephone directories: 1) Close 


to half of sales is obtained from print- 


| ing Time, Life, Look and The National 
| Geographic. 2) About 15% of volume 


comes from printing mail order cata- 


logs for Sears Roebuck, Western Auto 
Supply and others. 3) The company 
obtains better than 5% of sales from 
printing The Encyclopedia Britannica. 
In all, Donnelly has about sixty major 
accounts. 

While the full benefits of past capi- 
tal expenditures to handle new ac- 
counts has not yet been reflected in 
sales and earnings, this year’s profits 
should be around $3.50 per share. 
Last year’s earnings were $3.21 per 
share as compared with $2.81 in 1958— 
and the company has a brilliant rec- 
ord. Interestingly, management has 
announced its intention to split the 
stock 2-for-1 after which one share 
will be given for each fifty shares new 
common, the cash dividend has been 
raised to 52c. The stock sells around 
49. 

Point of these observations is that 
even if the market is to be more “in 
gear” in coming months, the emphasis 
still will be on stocks rather than the 
averages. Incidentally, as this col- 
lumn goes to press, there’s growing 
evidence that the chance for a major 
decline is going by default. 


BIEL 


(CONTINUED FROM PAGE 61) 





components to a significant factor in 
the electronics industry. Undue em- 
phasis has been placed on the low 
level of earnings in the first half of 
the present fiscal year which are due 
to start-up expenses on two major 
items. It still is likely that Ryan’s 
record earnings of $1.72 a common 
share last year will be matched, if not 
surpassed, in 1960. 

Finally, it may be time to reappraise 
Chrysler, which recently sold down to 
42%, the lowest price since 1946! At 
this level Chrysler’s equity is valued 
at about $370 million compared with 
$460 million for American Motors, 
a relationship which is incongruous, 
with all due respect to Mr. Romney’s 
Rambler and allowing fully for the 
shortcomings of Chrysler which have, 
in effect, changed the character of 
this stock from an investment to a 
gamble. 

But a good gamble it appears at this 
level, down 40% from a year ago and 
$33 below its book value. With both 
the Dodge Dart and the Valiant a real 
success, Chrysler now accounts for 
over 15% of domestic auto produc- 
tion. So long as Chrysler can hold or 
improve its present market position, it 
would be premature to abandon hope 
that profitability can be restored. With 
only 8.75 million shares outstanding, 
per share earnings can build up 
rapidly. 
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SCHULZ 


(CONTINUED FROM PAGE 65) 





kind usually take a good while to un- 
fold, and there should be ample 
potential supply from people who 
bought stock in the 55-65 range last 
year and may want to get out “even.” 
Accordingly, development of a new 
reversal base, of which an emerging 
intermediate uptrend would be part, 
can stretch quite conceivably over a 
greater number of price-reversal 
columns than the relative minimum 
used in this P&F chart to project 
tentative targets. 

Nevertheless, the situation is in my 
opinion most interesting because the 
technical indications pointing toward 
simultaneous reversal of both the 
intermediate and major downtrends 
(probably without a new low under 
49) suggest by the same token that 
the longer-term uptrend (A) can 
remain in effect. 

Similar conclusions regarding the 
major and long-term trends can be 
derived from non-technical factors, 
on which I can touch only briefly. 
U.S. Rubber until now has been con- 
sidered a rather static situation, com- 
pared with Firestone, which has 
shown the strongest growth trend in 
the industry. The fact that USS. 
Rubber common declined a smaller 
percentage from last year’s high than 
Firestone’s common should alone sug- 
gest that a change is brewing. And in- 
deed, U.S. Rubber’s management has 
been quite aggressive in developing 
new products and in upgrading profit 
margins. 

Last year’s sales were up 12% from 
1958, with net at $5.30 a share as 
against $3.05. This year’s sales should 
again set a new record, and earnings 
per share might, according to some 
estimates, approach $6. (Pre-depre- 
ciation “cash” earnings were about 
$9.75 in 1959.) New industrial prod- 
ucts alone are said to be capable 
of adding some 10% to annual sales. 
In all, the company seems to be 
developing a more distinct growth 
trend, so the stock should be at least 
reasonably priced at ten times 1959 
net. 

I am intrigued by a recent report 
in a trade magazine about the com- 
pany’s apparently successful research 
to develop a rubber coating that would 
overcome turbulence normally pro- 
duced by objects moving through 
water. The compound, trade-named 
“Lamiflo,” is said to enable sub- 
marines and pleasure boats, for 
example, to double their speed with- 
out need of added power. The 
principle seems to have wide applica- 
tion. 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


The true way to be humble is not 
to stoop till you are smaller than 
yourself, but to stand at your real 
height against some higher nature 
that shall show you what the real 
smallness of your greatest greatness 
is. —PHILLIPS BROOKS. 


Power is not revealed by striking 
hard or often, but by striking true. 
—BALZAc. 


With faint praises one another damn. 
—WILLIAM WYCHERLEY. 


A man must learn to endure that 
patiently which he cannot avoid con- 
veniently. —Mucuet pe MonraAIGNE. 


If money is your only hope for in- 
dependence, you will never have it. 
The only real security that a man can 
have in this world is a reserve of 
knowledge, experience and ability. 

—Henry Foro. 


A man is known by the silence he 
keeps. —Outver HERFOoRD. 


The cause of freedom is identified 
with the destinies of humanity, and 
in whatever part of the world it gains 
ground by and by, it will be a com- 
mon gain to all those who desire it. 

—Lovis KossuTu. 


Judging from the main portions of 
the history of the world, so far, justice 
is always in jeopardy. 

—Watt WHITMAN. 


A classic is something that every- 
body wants to have read and nobody 
wants to read. —Mark Twain. 


The only way in which one human 
being can properly attempt to in- 
fluence another is by encouraging him 
to think for himself, instead of en- 
deavoring to instill ready-made opin- 
ions into his head. —Lestire STEPHEN. 


He who would distinguish the true 
from the false must have an adequate 
idea of what is true and false. 

—Barucu SPINOZA. 


The great man is the man who does 
a thing for the first time. 
—ALEXANDER SMITH. 


We are of different opinions at dif- 
ferent hours but we always may be 
said to be at heart on the side of truth. 

—Ra.rpH WaLpo EMERSON. 
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I have no doubt that when the 
power of either capital or labor is 
extended in such a way as to attack 
the life of the community, those who 
seek their private interests at such 
cost are public enemies and should 
be dealt with as such. 

—OLIVER WENDELL HOLMES. 


Latent abilities are like clay. It can 
be mud on shoes, brick in a building 
or a statue that will inspire all who 
see it. The clay is the same. The result 
is dependent on how it is used. 

—James F. LINcOLN. 


B. C. FORBES: 


After acquiring a competency 
for one’s dependents, after hav- 
ing carried a heavy load for 
many years, the man who does 
not turn more and more to doing 
the things in life he enjoys do- 
ing is, my observation and ex- 
perience convince me, unwise. 
Nobody in this world is indis- 
pensable. It is noble to devote 
to the world, to one’s fellow 
mortals, a maximum of service. 
But it is all wrong deliberately 
to shorten one’s life by volun- 
tarily staggering under slavery 
towards the eventide of life— 
especially since the jettisoning of 
burdens usually affords younger 
brains opportunity to demon- 
strate their worth. 


Moral stimulation is good, but moral 
complacency is the most dangerous 
habit of mind we can develop, and that 
danger is serious and ever-present. 

—Joserpn C. Grew. 


Sameness is the mother of disgust, 


variety the cure. —PETRARCH. 
Silence is the universal refuge, the 
sequel to all dull discourses and all 
foolish acts, a balm to our every 
chagrin, as welcome after satiety as 

after disappointment. 
—Henry Davin THoreau. 


Excellence is an art won by training 
and habituation. We do not act rightly 
because we have virtue or excellence, 
but we rather have those because we 
have acted rightly. We are what we 
repeatedly do. Excellence, then, is 
not an act but a habit. —AriIsToTLe. 


He that respects himself is safe from 
others; he wears a coat of mail that 
none can pierce. 

—Henry WapswortH LONGFELLOW. 


At 20 years of age, the will reigns; 
at 30, the wit; and at 40, the judgment. 
—BENJAMIN FRANKLIN. 


When, against one’s will, one is high 
pressured into making a hurried de- 
cision, the best answer is always “No,” 
because “No” is more easily changed 
to “Yes,” than “Yes” is changed to 
“No.” —Cnartes E. NIeE:son. 


I steer my bark with hope in the 
head, leaving fear astern. 
—THOMAS JEFFERSON. 


Every act of every man is a moral 
act, to be tested by moral, and not by 
economic, criteria. 

—Rosert Maynarp HutcuHins. 


It is the peculiar quality of a fool 
to perceive the faults of others and to 
forget his own. —CICERO. 


The culminating point of adminis- 
tration is to know well how much 
power, great or small, we ought to use 
in all circumstances. —MONTESQUIEU. 


The contest for ages has been to 
rescue liberty from the grasp of ex- 
ecutive power. —DAanrIeL WEBSTER. 


An inexhaustible good nature is one 
of the most precious gifts of heaven, 
spreading itself like oil over the 
troubled sea of thought, and keeping 
the mind smooth and equable in the 
roughest weather. 

—-WASHINGTON IRVING. 


Knowledge comes by taking things 
apart: analysis. But wisdom comes 
by putting things together. 

—Joun A. Morrison. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 











A Text... 


When thou vowest a vow unto God, defer 
not to pay it; for He hath no pleasure in 


fools; pay that which thou hast vowed. 


Sent in by A. H. C. Petersen, 
Tenafly, N. J. What's your favor- 
ite text? A Forbes book is pre- 
sented to senders of texts used. 


Better is it that thou shouldest not vow, 
than that thou shouldest vow and not pay. 


—Ecciesiastes 5:4-5 
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contributions of 
UOP RESEARCH 





fountain of youth 
for rubber... 


Ever present in the atmosphere is ozone . . . a deadly enemy of rubber. 
Cracking caused by this destructive element reduces the useful life of rubber 
products long before wear would have taken its toll. 

Out of UOP research has come a product that prevents ozone cracking. 

An antiozonant so effective that a small amount compounded in rubber 
prior to curing, provides life-long protection for rubber products . . . from tires 
to gaskets to hoses. 

UOP research has also led to the development and manufacture of a long line 
of catalysts, inhibitors and additives for the petroleum and food industries. 
In addition, UOP licenses 22 vital processes for producing refined petroleum 
products and high-purity petrochemicals. 

UOP research is constantly broadening, and is destined to make important 
contributions to future progress. 


UNIVERSAL OIL PRODUCTS COMPANY ces Praines, wL., usa. 


WHERE RESEARCH TODAY MEANS PROGRESS TOMORROW 





“White Label’ 


and ANCESTOR 


DEWAR’ 


SCOTCH WHISKIES 


Famed are the clans of Scotland... 
their colorful tartans worn in glory 
through the centuries. Famous, too, 
is Dewar’s White Label, forever 
and always a wee bit o’ Scotland 
in a bottle. And for real special 
occasions, there’s a mite of 
Dewar’s Ancestor available— 

a rare Scotch indeed, 


in Dewar’s distinctive bottle. 





Traditional Tartan 
of Clan MacLeod 


FOR SET OF 4 COLOR PRINTS OF SCOTS CLANSMEN, 9¥2” x 12%”, suitable for framing, send$1 to Cashier's 
Dept. 16W, Schenley Import Co., 350 Fifth Ave., N. Y. 1, N. ¥. © Both 86.8 Proof Blended Scotch Whisky. 











